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T the beginning of the year, the 
general situation lacks many ele- 
ments of satisfaction. There has 

been of late a sharp falling off in pro- 
duction. Prices have declined, and the 
banking condition, as indicated by the 
volume of loans and investments, reflects 
this unfavorable change. 

But from this situation some hope 
may be extracted. If the low point has 
now been reached, an upward climb 
must soon commence. Such, at least, is 
the record of the past. 

Why was there a halt in the rate of 
progress of the earlier half of 1937? 
Was it because of over-enthusiasm? Or 
was it lack of confidence, due to the 
labor situation, to foreign complications, 
or the distrust aroused by actual or 
proposed legislation? 

Without attempting a reply to these 
questions, it is suspected that no small 
amount of the “prosperity” of last year 
was due to the use of artificial devices. 
Either because of a fear of the with- 
drawal of these stimulants, or because 
they had lost some of their potency, the 
recession happened. 

It would be ignoring the most funda- 
mental element in our present situation 
not to refer to the “eternal triangle” of 
government, labor and capital. Within 
this triangle beat the discords that make 
up an inharmonious jangle. There has 
not been vouchsafed to THE BANKERS 
MacazineE the high degree of wisdom 
that would enable it to point out how 
these discords may be converted into 
heavenly music, although it may not 
be out of place to observe that, in some 
way yet undisclosed, these three warring 
economic factors should be admonished 
that their interests are more mutt 11 
than hostile. cali 

It is difficult to see howe 


"er mien 


and Thirty-Eight 


is effectually to function, to find the 
funds for its all-embracing plans for 
social welfare, unless trade and industry 
can operate in a manner to provide the 
means whereby alone these magnificent 
conceptions can become realities. 

Nor can labor hope for employment 
unless industry and trade are permitted 
to earn sufficient to provide the funds 
for meeting payrolls, to attract needed 
capital, and to keep industrial plants 
up to growing requirements. 

There are pending at Washington 
two measures which, if enacted into law, 
must have a profound effect upon the 
country’s future. One of these bills 
would fix wages and hours of labor; 
the other would control several of the 
crops which our farms produce. This 
is regimentation, and it is more; it is a 
surrender of individual liberty into the 
hands of government bureaus and in- 
spectors. 

Such things cannot be and overcome 
us like a summer’s cloud without our 
special wonder. 

If we can trust recent promises, the 
desirability of more codperation be- 
tween government and industry is at 
last becoming recognized. It would be 
reassuring if valid hopes could be en- 
tertained that these promises are to be 
translated into action. 


© 
GOLD STANDARD AND DEFLATION 


FoR many things the gold standard is 
now being blamed. Thus, in the 
South African Journal of Economics, 
J. N. Reedman, of the University of 
Witwatersrand, says: 
“That the general effect of the post- 
wa‘ +> ld“ *endard was deflationary was 
“<i shortcoming.” 
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But was it? The “fatal shortcoming” 
may have been in piling up the colossal 
structure of credit inflation during the 
war. That it was in for a subsequent 
deflation was merely a case of day fol- 
lowing night. It would seem, in fact, 
that since deflation must at some time 
inevitably follow inflation, and that if 
this service was in fact performed by 
gold, the influence of the gold standard, 
in this instance, was beneficent, and not 
“a fatal shortcoming.” 

Here in the United States we have 
adopted all kinds of monetary tricks to 
avoid the settlement which inflation im- 
peratively demands. We abandon the 
gold standard, but in a few weeks there 
is deflation in the stock market to the 
extent of $25,000,000,000. Now schemes 
are afoot to stave off depression in pro- 
duction and trade. 

One advantage the gold standard 
had—it put restraint on inflation. If 
to this is to be added its power to 
deflate, the gold standard should be 


praised, rather than condemned. 
© 


RISE IN LIVING COSTS 
(CONCERN was recently expressed by 


the President in regard to the in- 
creased cost of living as shown by the 
rise in prices. The President attributes 
this increase, in part, “to monopolistic 
practices and other unwholesome 
methods of competition.” He neglects to 
say how much of the “in part” may be 
properly charged up to the price-raising 
policies of the Administration. Devalua- 
tion of gold, slaughtering of pigs and 
cattle, restriction of production, in- 
creasing wages and shortening hours of 
labor—these were some of the devices 
sponsored with the aim of boosting 
prices. Now the Federal Trade Com- 
mission is asked to find out why this 
object has been achieved. It appears 
that the President hopes to pin respon- 
sibility on monopolistic practices and 
other unwholesome methods of competi- 
tion. 

The rise in farm products is probably 
regarded with complacency, although 
these products figure largely in the cost 
of living. But the farmers are aumer- 
ous, and their voting pov ©~ vorthy of 


the concern of politicians. Industrial- 
ists are less numerous, and hence of 
lesser political importance. 

If industrial products have risen in 
price, what else could have been ex- 
pected? Long ago THE BANKERS 
MAGAZINE pointed out that monetary 
policies designed to affect the general 
price level would, so far as they were 
effective, not be confined to farm prod- 
ucts, but would exercise an influence 
all along the line. 

Again, a marked rise in farm income 
was bound of itself to help in the price 
advance of other commodities, for the 
simple reason that the effective demand 
for them was thus stimulated. 

Attempts are now being made to fix 
wages and hours of work by legislation, 
and to control crop production by the 
same means. Higher wages for less 
work, and restricted agricultural pro- 
duction can hardly fail further to in- 
crease the cost of living if these at- 
tempts succeed. 

It is a fine ideal, that everything can 
be made right by act of Congress; but, 
as with other ideals, its attainment is 
beset with serious obstacles. 


© 
A QUESTION AND AN ANSWER 


Large savings in the cost of government 
can be made only by cutting down -or 
eliminating government functions. And to 
those who advocate such a course it is fair 
to put the question—which functions of 
government do you advocate cutting off?— 
President’s Message to Congress. 


UT off these departments: Labor, 
Agriculture, Commerce and Interior, 
leaving the State, Treasury, War, Navy, 
Postoffice and the Department of Jus- 


tice. Since the states have generally. 
departments whose functions correspond 
to those of Labor and Agriculture, the 
maintenance of these departments at 
Washington constitutes wasteful dupli- 
cation. That the departments of Com- 
merce and Interior are of any use does 
not appear. 

And if the lopping-off process should 
be begun, why stop here? Why not 
get rid of the Interstate Commerce Com- 
r ission, the Federal Trade Commission 

1 the Federal Reserve Board? 


41 all these departments and commis- 
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The “rubber check”, an outlaw 
from any credit or sound banking 
practice viewpoint, may serve a 
useful purpose. 


Examine the dated bank endorse- 
ments on out-of-town returned 
items. The collection facilities 
your correspondents employ, as 
well as the time required to make 
presentation, are plainly set forth. 


As a typical example of our 
service, a Kansas City check 
bearing our stamp of Tuesday, 
November 30, was presented, re- 
turned, and on Thursday, Decem- 
ber 2, was back in the hands of 
our depositor. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 18038 


PHILADELPHIA, PA. 


CAPITAL and SURPLUS ... . . . $30,000,000 


Member of Federal Deposit Insurance Corporation 
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sions were abolished, the Executive, 
Legislative and Judicial departments 
would remain, as would also the de- 
partments about whose need no question 
arises. 

There was elected to Congress re- 
cently from a New York district Bruce 
Barton, who announced during his cam- 
paign that while in Congress he would 
introduce each week a bill to repeal 
some existing law. He will probably 
meet with no success, since members of 
Congress—and the people themselves— 
have the idea that what the country 
needs is more and more laws. But 
should Mr. Barton’s aim be carried out, 
and if he should succeed in repealing 
every law on the statute books, the Con- 
stitution of the United States and the 
Ten Commandments would still be left, 
constituting no mean code of laws. 

“It is costing the American people 
more than seventeen billion dollars a 
year to have themselves governed,” says 
an advertisement published by the Bank 
of New York and Trust Company. 
“This,” Artemus Ward might have said, 
“js 2 mutch.” 

The habit of looking to Washington 
as the savior of the country is one that 
began long ago, but never has it reached 
the proportions and received the en- 
couragement such as now exists. 

Perhaps the best thing ever said on 
this subject, or that can be said, was 
this: 

Every dollar Washington spends 
comes from the thousands of localities 
of the country. In their journey to 
Washington and their return to the lo- 
calities whence the dollars were ob- 
tained, waste and loss result. 

Could this truth be realized by the 
people who make these forced contribu- 
tions of their dollars to Washington, 
they might wake up to the fact that it 
would be better to keep their money at 
home, using it as needed, and without 
the intervention of Washington poli- 
ticians. 

Should this sensible policy ever come 
to prevail, the politicians would lose 
their characters as saviors of the people, 
party funds would be depleted, the pur- 
chase of popular support by the use of 
public funds be stopped; but who can 
say that the country would not be re- 


lieved of a heavy weight now impeding 
its wise and sound progress? 


$0} 
WHAT IS ENOUGH? 


As never before in our history, the 
well-being of those who have much, as well 
as those who have less, depends upon a 
contented society of good will where the 
good will rests on the solid foundation that 
all have enough.—President’s Message to 
Congress. 


ey ET distribution undo excess, and 

each man have enough.” But 
what is enough? Is this to be decided 
at Washington, or is it to be left to the 
individual? It may be surmised that 
in attempting to decide the precise 
meaning of “enough,” the term will be 
given widely-varying interpretations, ac- 
cording to individual tastes. Those 
who temporarily inhabit the marble 
palaces in Washington can hardly be 
expected to concede that what is enough 
for the common run of mankind would 
be sufficient for them. Clarification of 
the President’s yearning is eagerly 
awaited. 

© 


BANKS AND THE FINANCE 
COMPANIES 


FROM a study on personal loans, 

made under the direction of the re- 
search committee of the Washington 
(State) Bankers Association, the follow- 
ing extract is taken: 


The field of personal loans appears to 
have attained a permanent niche in our 
economic system. The rapid growth and 
present importance of this field is most 
clearly indicated by reference to the de- 
velopment of “time” or “installment” sales, 
in that there is naturally a close correla- 
tion between the volume of installment 
selling and the volume of credit extended 
to the purchaser to effect such sales. At 
the present time, while no precise figures 
are available, it has been estimated that 
approximately five billion dollars of retail 
sales, representing some 10 per cent. of the 
total retail business of the United States, 
are effected by means of installment credit. 
Over two-thirds of all new automobiles and 
a much larger percentage of mechanical 
refrigerators and household appliances are 
sold on “time.” _ There is no evidence that 
the trend of growth in the volume of such 
sales is diminishing. 

While many retail merchants have had 
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sufficient capital individually to finance 
their installment sales, the preponderant 
portion has turned to the finance companies 
and to the banks for such*assistance. The 
growth of the demand on: the part of these 
merchants for financial assistance .has re- 
sulted in the growth in-4#he number of. fi- 
nance companies. Aithough the informa- 
tion is not available, it is highly probable 
that the greater portion of installment sales 
financing is handled by the finance com- 
panies. This is not surprising when it is 
remembered thatthe very origin of the 
finance companies -was largely the result of 
the increased demand on the part of the 
retail merchant for financial assistance of 
this type. «It appears that there are two 
primary reasons why the finance com- 
panies afe securing the greater portion of 
this business: 

1. The finance companies, on the whole, 
are more aggressive in the solicitation of 
such ‘business than the banks. 

2, The finance companies have a better 
appreciation of this business and, perhaps 
in/fsome cases, are less exacting in their 
demands than most banks. 

j However, irrespective of the present 
thods of financing installment sales, the 
growth in the demand for adequate financial 
* mechanisms to handle the growing volume 
~ of “time” sales, the commendable record 
of the financial institutions engaged in this 
field throughout the depression leaves little 
room for doubt that installment selling is 
here to stay. 


Of special importance are the two 
points given to explain “why the finance 
companies are securing the greater por- 


tion of this business.” They are more 
aggressive in soliciting the business, 
have a better appreciation of it, and 
perhaps, in some cases, are less exact- 
ing in their demands than most banks. 

That the banks lack the same energy 
in going after this type of business as 
is displayed by the finance companies, 
is apparent. Possibly, they are re- 
strained by the traditions of dignity 
still hedging the conduct of banking. 
That they do not appreciate the busi- 
ness, may have been‘true in other days, 
but now the banks are looking with 
sad and longing eyes after this business, 
which they might have had by sooner 
awakening to its profitable possibilities. 
They find, as a matter of fact, that they 
have been furnishing the funds to the 
finance companies for making loans 
which they themselves might have made. 

But into this view an element of doubt 
must enter.” The companies engaged in 
this type of financing have the training 


and equipment enabling them to con- 
duct its operations not only with profit 
but with a high degree of safety. This 
equipment and experience could be ac- 
quired by the banks..in the course of 
time, but with much worry and con- 
siderable loss. 

It is, no doubt, annoying to the banks 
to find themselves deprived of much 
business that has -gone into other chan- 
nels. But they may.console themselves, 
in this instance, that while they have 
sacrificed some immediate profit, they 
have been compensated. by the greater 
safety attained. 


@ 


BANKING BILLS TO WATCH 


ATTENTION has been called to some 

banking bills pending in Congress 
by the Legislative Bulletin of the Illinois 
Bankers Association. Reference is made 
to the McAdoo bills, one of which would 


permit national banks to have branches 


-anywhere in their’Federal Reserve dis- 


trict. This bill was strongly opposed 
in a resolution adopted at the recent 
convention of the American Bankers 
Association. The.other bill would pro- 
hibit chain and group banks. 

Special attention is called to the 
Patman bill, and regarding this measure 
the Bulletin-says: 


The main provisions of the bill require 
that the Federal Government purchase 
from the member banks their stock in the 
twelve Federal Reserve banks, thus provid- 
ing Government ownership and complete 
Government control over the Federal Re- © 
serve System. In exercising that control, 
provision is made for the appointment of 
the directors of the banks by the President. 
No such appointment can be offered to any 
person who is in any way connected with 
a bank, either as an -officer, director, em- 
ploye or stockholder. ~'Thus the “member 
banks would be deprived of their right to 
elect class A directors, the board of gov- 
ernors of the System would be deprived 
of -its right to elect class C directors and, 
as to class B_ directors, the present re- 
quirements that they be appointed to rep- 
resent general groups or classifications of 
trade, industry and agriculture would be 
removed. It is obvious that under these 
conditions, without any banker participa- 
tion in the management of the banks, the 
system would be deprived of technical ad- 
vice in management—a most absurd pro- 
vision—in addition to which, the danger 
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of purely political appointments under the 
proposed method is too obvious to discuss 
in detail. The Federal Advisory Council, 
which performs a most important function 
in the present administration of the Fed- 
eral Reserve System, would be abolished. 
The bill would permit the board of gover- 
nors of the system to change the reserve 
requirements without limitation, and pro- 
vides that the entire board should con- 
stitute the Federal Open Market Com- 
mittee. 


It is entirely proper that the bankers 
of the country should watch the progress 
of these bills at Washington, not only 
because they would, if enacted, jeopard- 
ize their existence as independent banks, 
but for the further reason that efficient 
banking service to the community 
would be impaired. 

The Patman bill also provides for 
Government ownership of the Federal 
Reserve banks, a further move in the 
direction of extending political control 
over banking. Another proposal is for 
the elimination of the office of Comp- 
troller of the Currency. 

These are changes which should not 
be made, if at all, without long and de- 
liberate consideration, especially since 
no emergency exists calling for such 
revolutionary change in our banking 
laws. 

0) 


PEOPLE BECOMING TAX 
CONSCIOUS 


IN his inaugural address, President 
Orval W. Adams of the American 


Bankers Association urged that people 


should be made tax conscious. From 
a study of United States Taxes, pub- 
lished by the magazine Fortune, it is 
shown that not only is it desirable that 
the people of the country become tax 
conscious, but that they should have 
their attention called to what is the 
chief source of the tax load. 

Using figures for the fiscal year 1937, 
Fortune points out that the annual tax 
bill of the United States is now about 
$12,000,000,000, but “only $5,000,000,- 
000 or considerably ‘less than half goes 
‘to Washington. The other $7,000,000,- 
000 goes in part to the states whose 
take is $2,500,000,000.” 

But it is ‘not ‘the state ‘as an entity 
that gets the lion’s share of this amount. 


“The bulk of it, $4,500,000,000,” says 
Fortune, “goes to those little local gov- 
ernment units—counties, cities, town- 
ships, school districts, all the way down 
to mosquito-abatement districts—which 
stubbornly retain under the American 
plan of government the power to tax. 
They number more than 175,000. 
“The most widely unappreciated 
point about United States taxes is that, 
with twenty cents of every dollar going 
to taxes, less than ten goes to the Fed- 
eral Government. The average Ameri- 
can, when he thinks of taxes up in the 
billions, thinks of Federal taxes. 


“The average American—and even 
the informed businessman—when he 
talks of reducing taxes, usually means 
reducing Federal taxes. But such a 
notion amounts to arrant self-decep- 
tion.” 


Perhaps this is due to the human 
propensity to shift blame to the other 
fellow rather than to accept individual 
responsibility. To blame these local 
taxing authorities for the heavy tax 
load would wound local pride. It is 
so much easier to declaim against 
Washington than to hold our own com- 
munity up to public scorn. 


The article is severe in its criticism 
of our multiple system of taxation, as 
witness the following: 


Fortune believes that an _ outspoken 
analysis of the United States tax system is 
in order. That tax system is the most com- 
plicated and disorderly tax system in the 
world. It is so partly because of the pe- 
culiar dual sovereignty of the Federal Gov- 
ernment and the forty-eight states, and 
partly because, like Topsy, it just grew. It 
has grown, today, to the point where no 
less than 175,000 different government units 
collect United States taxes. 


It is pointed out that our annual tax 
bill is now in the neighborhood of $12,- 
000,000,000, almost $100 per capita, or 
about $400 for every head of a family. 
This is declared to be the biggest tax 
bill in the world, though not the largest 
in proportion to income. As indicated 
above, the biggest part of this tax is 
imposed, not by the Federal Govern- 
ment but by the numerous local author- 
ities. ; 

The remedy which this article sug- 
yests 's centralization of the authority 
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iv AMERICAS INDUSTRIAL CENTER | 
EN corporations and in- =) 


\ dividuals move from your 


city to the Newark territory, 
give them a letter of introduc- 
tion to New Jersey’s largest bank. 


FIDELITY UNION 
TRUS CO) PANY 


NEWARK ORANGE 


MEMBER. .FEDERAL R oe 
FEDERAL DEPOSIT INSURANCE CORPORATION 


to tax, and the transfer of this power, 
except as regards real estate, to the 
Federal. Government. That there is 
need for greater centralization is ap- 
parent since within state limits are found 
several hundred authorities with power 
to levy taxes, and in many cases these 
taxes overlap. But while centralization 
within the states is evidently both de- 
sirable and feasible, to place the taxing 
power so largely with the Federal Gov- 
ernment would probably be found an 
invasion of the rights of the states re- 
specting a vital matter—the power to 
tax. 

Fortune has performed a valuable 
public service in making a thorough 
survey of taxation in the United States, 
and especially in placing responsibility 
for high taxes where it chiefly belongs 
—at home. 

© 
THE CHANCE TO FAIL 


Many lurid promises have been made 
in recent years by so-called economic 
planners that the chance to fail is go- 
ing to be eradicated from our social 
system. It looks easy and sounds sweet 
after these depression years—on paper 
at least. This talk has even been known 
to secure votes on election day. But 
failure may have its virtues. Remove 
the chance to fail, and we shall miss 
one of the best means of developing 
character. Have you ever known . pe - 


ay i aS = 
YY ) - a 


Mi Ws 
i 


ae 


son who never failed at anything he 
undertook? If you have such a person 
on your list of acquaintances, you prob- 
ably know a “softy.” 

The Ford Motor Company, the Her- 
shey plant in Hershey, Pa., every utility 
bearing the name of Edison, every air- 
plane soaring through the sky—these 
are just a few of the things that are the 
products of men who had the chance to 
fail, who did fail, but whose very fail- 
ures toughened the fibres of their char- 
acter, awakened their minds, and stimu- 
lated their imaginations to bigger ef- 
forts and accomplishments. Had these 
men succeeded in their first efforts they 
would probably have become satisfied. 
Such satisfaction stifles success. 

In undertaking an educational pro- 
gram you assume the chance to fail. 
The chance to succeed is, of course, 
also inherent in such efforts. But neither 
success or failure in a single educational 
course presents the student with an 
option, and the use or misuse of this 
option in a large measure ultimately 
determines character, which is the core 
of real education. 

A long time ago Kipling, in writing 
on this subject, warned: “Treat these 
two impostors just the same.” Kipling 
may have made mistakes at times, but 
he was never accused of being “dumb.” 
—Dr. Harold Stonier, Educational Di- 
rector, American Institute of Banking. 
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The future of commercial 
bank earning power 


HE business of commercial banking 

has changed materially in the past 

four years. The deposit function 
still exists, but the alteration in the 
character of banking assets, with less 
concentration on the loan and discounts 
function, has given the business a de- 
cidedly different character, thereby af- 
fecting its earning power. 

There is ample foundation for the 
belief that the banking system occupies 
a sounder structural position than was 
the case in the last decade. The bank- 
ing panic of 1933, culminating in a dis- 
astrous period of failures, instilled in 
both banks and supervising authorities 
a more conservative attitude in the exer- 
cise of the administrative policies of 
commercial institutions. The elimina- 
tion of a large number of unsound units 
during the past fifteen years is likewise 
a favorable consideration for the present 
banking structure, and from numerous 
other angles—a stronger financial and 
capital position, for example—banking 
has been placed on firmer technical 
ground. Stricter examinations are be- 
ing conducted by supervising author- 
ities and for the first time in history, 
the larger proportion of the nation’s 
banks has been under regulation of a 
single examining authority. The Fed- 
eral Deposit Insurance Corporation, by 
virtue of its power of examination and 
direct financial responsibility in each 
bank, the deposits of which it insures, 
is impelled to encourage the soundest 
principles of management in such in- 
stitutions. 

It may be granted that the banking 
system is structurally sounder than a 
few years ago. Yet it is a rather com- 
mon belief that the current banking pic- 
ture is predicated upon a credit struc- 
ture closely correlated with the action 
of the Government. Control of the 
supply and demand for credit, vested 
in the Federal Reserve System, is in- 
fluenced by Treasury policy and, con- 


8 THE 
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By Eucene C. Zorn, Jr. 


sequently, by political factors. These 
circumstances are beyond the influence 
which banks as a whole, and even 
supervising authorities, no matter how 


‘‘A conservative administra- 
tion of banking policy under cur- 
rent conditions involves the crea- 
tion of large reserves against 
investment losses. In the first 
place, it is advised that any re- 
coveries on securities previously 
written down be allocated to the 
contingency reserve. A greater 
portion of the income derived 
from securities should be set 
aside as a reserve. Building such 
protections against future losses 
on investments is difficult in a 
period when money rates are 
easy. It should be accomplished, 
however, at the expense of a re- 
duction, or even elimination, of 
a dividend yield on invested 
capital. The creation of stability 
through protection against more 
severe future losses is a sound 
course. Thus, in the current state 
of restricted earning power, 
greater conservatism in banking 
policy than has been heretofore 
exerted should be the keynote.’’ 


good their intentions, may exert. It is 
the purpose of this discussion, there- 
fore, to show how opposing factors in 
the credit structure, built up by the de- 
velopment of Government influence, 
have affected commercial bank earning 
power. 

The current banking problem reverts 
to the depression. There was a sharp 
contraction in loans and discounts due 
to lack of demand for credit by busi- 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office - 55 WALL STREET « New York 


Condensed Statement of Condition as of December 31, 1937 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 

Cash and Due from Banks and Bankers $ 516,778,466.96 
United States Government Obligations (Direct or Fully 

Guaranteed) 482,958,933.69 
State and Municipal Bonds 76,494,888.89 
Other Bonds and Securities 130,806,876.67 
Loans, Discounts and Bankers’ Acceptances 609,441,409.92 
Customers’ Liability Account of Acceptances 13,315,994.07 
Stock in Federal Reserve Bank 3,652,500.00 
Ownership of International Banking Corporation 8,000,000.00 
Bank Premises 50,543 ,249.33 
Other Assets 7,324,112.42 





$1,899,316,431.95 





$1,711,552,123.76 
Liability as Acceptor, Endorser or Maker 


on Acceptances and Bills $48,350,791.66 
Less: Own Acceptances in Portfolio. . 15,079,116.77 33,271,674.89 
Items in Transit with Branches 4,303,780.05 

Reserves for: 

Unearned Discount and Other Unearned Income 4,232,502.65 
Interest, Taxes, Other Accrued Expenses, etc 6,792,271.69 
Dividend 3,100,000.00 

$77,500,000.00 

44,250,000.00 
14,314,078.91 136,064,078.91 


$1,899,316,431.95 





Figures of Foreign Branches are as of December 24, 1937. 


$106,855,446.93 of United States Government Obligations and $33,231,693.91 
of other assets are deposited to secure $113,186,887.51 of Public and Trust 
Deposits and for other purposes required by law. 


(Member Federal Deposit Insurance Corporation) 
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ness and speculative market interests. 
Soon after the banking crisis, deposits 
began to increase, resulting in an ac- 
cumulation of idle funds and excess re- 
serves. It became a case of supply 
exceeding the demand for funds. The 
most profitable course was to place such 
funds in a medium which would provide 
a source of income and would maintain 
a sufficient degree of liquidity. High 
grade bonds were thought to be that 
medium. There was a good deal of 
justification for the belief that the bot- 
tom of security markets had been 
reached in the previous year; for under 
the stimulus of a new administration, 
business was showing some signs of re- 
covery. The outgrowth of that stimulus 
has proven to be the pivotal point 
about which the earning power of 
commercial banking as a business must 
now revolve. The creation of Govern- 
ment debt for stimulating recovery is 
positive history. The New Deal took 
the opportunity to avail itself of the 
over-supply of bank funds and pro- 
ceeded to unload securities on the bank- 
ing structure. This in turn increased 
deposits and, to a greater extent, excess 
reserves. 


It is problematical to contemplate 
what would have happened had banks 
failed to accumulate Government bonds 
as the deficits continued. They were 
certainly in no position to risk security 
losses as had been incurred from 1929 
to 1932. But Government bonds were 
regarded as prime risks, and temporary 
investment to absorb funds left idle by 
a decline in demand for private credit 
appeared to be a sound course. The 
willingness of banks to purchase Gov- 
ernment securities gave rise to a steady 
trend of investment accumulation at 
progressively higher prices. As demand 
for bonds continued to be exerted, yields 
were forced lower. The low-cost Treas- 
ury financing set the stage for high 
prices, and consequently lower yields, 
on other types of high grade invest- 
ments. The cumulative effect has been 
to impart an artificial character to the 
supply and demand for credit. It is 
artificial in that the credit structure has 
come to be governed not by the factors 
of business entirely, but by an inter- 
vening influence—Government credit— 


which operates as a political as well 
as a financial factor. The law of sup- 
ply and demand for bank credit no 
longer applies in the stricter sense, and 
this has materially affected bank earn- 
ing power. 

Another fundamental trend may be 
observed as contributing to the current 
banking problem. It is natural for 
bond prices to fall ultimately in a busi- 
ness panic, because confidence in the 
financial structure as a whole is threat- 
ened, and this in turn affects even the 
highest grade credit risks. Despite the 
fact that the recent depression was the 
most serious in history, bond prices 
were relatively moderately affected by 
reason of the fact that an upward secu- 
lar trend was being evidenced. In- 
versely, bond yields were declining. In 
1920 the average yield on U. S. Gov- 
ernment obligations had been 5.32 per 
cent. A downward trend was noticed 
until 1929 when stringency of credit 
increased the average yield to 3.60 per 
cent. from 3.33 per cent. in 1928. After 
the strain was alleviated, the movement 
resumed. The bond market collapse 
interrupted it in 1932, but even liquida- 
tion of holdings by the Federal Reserve 
banks failed to increase the average 
yield to more. than 3.66 per cent. 
Similar trends were observed for both 
municipal and high grade corporate 
issues. 

Once the confidence in the credit 
structure had been restored, the down- 
ward movement of bond yields was re- 
sumed. The previously discussed con- 
dition of idle funds and accumulation 
of investments influenced the markets 
and yields were forced still lower. The 
average for U. S. Government obliga- 
tions receded to 2.70 per cent. in 1936, 
while municipals yielded 2.68 per cent., 
and highest grade corporates 3.24 per 
cent. The average yield on the lowest 
grade corporates deemed suitable for 
investment purposes was 4.77 per cent. 
in 1936, below the average for Govern- 
ments in 1920 and 1921. 


Current Importance of Bonds 


The significant factor in the high- 
price and low-yield status of the bond 
market is that commercial banks are 
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heavily invested in such securities. The 
importance of bonds in the current 
banking outlook is emphasized by the 
fact that they represent approximately 
half of the earning assets of commer- 
cial institutions. The question of the 
disposition of the bank portfolio of se- 
curities cannot be over-emphasized. 
Thus it is interesting to observe the re- 
lationship of the bond market to busi- 
ness conditions and what effect this re- 
lationship is likely to have on earning 
power. 

One would expect to find a rise in 
bond yields during a period of business 
expansion. Yet factors in the money 
market have counteracted such a natural 
course, even though competitive de- 
mand for credit has been asserted. Un- 
til 1936 there was no appreciable evi- 
dence of an increase in demand for 
credit bv business, so that easy money 
was maintained. Banks, furthermore, 


were purchasing securities to invest idle 
funds. Realizing the danger of an 
over-expansion of the available credit 
base, the Federal Reserve thereupon 
raised reserve requirements so that the 
credit supply, measured principally by 


excess reserves, would be tightened. 
This set the stage for firmer money 
rates and an upward trend was actually 
initiated. It is well known that bank 
liquidation of bonds last spring had a 
serious affect on high grade risks, yields 
being forced higher. Not even open 
market purchases by the Federal Re- 
serve banks were able to prevent a 
bond market recession. This situation 
was not satisfactory from the portfolio 
viewpoint. It resulted in losses on se- 
curities actually liquidated and write- 
offs on other portfolio investments. But, 
of equal importance, it meant a more 
expensive financing of Treasury debt. 
The maintenance of easy money was 
essential to low-cost Government financ- 
ing. 

Subsequent acts of the Federal Re- 
serve were purported to maintain easy 
money. As the loan account of com- 
mercial banks continued to rise, powers 
of creating monetary ease, with the ex- 
ception of lowering reserve require- 
ments, were invoked. Rediscount rates 
were decreased to the lowest point in 
history and subsequently the rediscount 


eligibility rule was revised along more 
liberal lines. When it appeared in the 
fall that a strain on excess reserves was 
likely to be created due to anticipated 
business improvement, $300,000,000 in 
gold was released from the inactive 
fund, and the Federal Reserve an- 
nounced its intention to engage in open 
market purchasing of Treasury bills. 
These acts were to obviate liquidation 
of investments by banks, for an in- 
crease in credit extended directly to 
business would have forced liquidation 
of securities in order to strengthen the 
reserve position of member banks. 


From the aforesaid analysis of recent 
banking developments, one may observe 
two seemingly contradictory elements. 
On the one hand, there is the desire to 
keep the credit reins in check by in- 
creasing reserve requirements; on the 
other, there is the promulgation of an 
easy money policy with the stated in- 
tent of maintaining an easy flow of 
credit to business. One is inclined to 
believe that the maintenance of high 
bond prices and low-cost financing for 
the Government is of primary consid- 
eration in the credit structure. If the 
flow of credit to business is impaired, 
a similar obstruction is created for 
Government credit. Banks are already 
strongly influenced by the latter factor, 
which is closely correlated to their in- 
vestment position. Since business and 
the Government are competitors for 
banking credit, unless easy money is 
maintained one is to be sacrificed at 
the expense of the other. Commercial 
banks cannot in the long run accom- 
modate both factors and expect an ag- 
gregate return of proportions near the 
equivalent of that of the pre-depression 
period. It is believed, therefore, that 
no matter which course business may 
take in the next couple of years, bank 
earning power may not be materially 
improved. 

A relatively steady growth in loan 
volume was witnessed from the begin- 
ning of 1937 until October, 1937, when 
demand for credit receded with busi- 
ness activity. At the recovery peak, 
total loans of reporting banks had in- 
creased to about 45 per cent. of total 
earning assets. If we are to regard the 
recent business contraction as a de- 


THE BANKERS MAGAZINE for January, 1938 11 





velopment which will be adjusted in the 
course of a few months, a good deal of 
interest may be accorded prospects 
which the future may hold for commer- 
cial banking. 


Effect of Easy Money 


Extension in business activity will re- 
sult in increased volume of loans and 
discounts. But even then, competition 
is created by a bond market which may 
permit corporations to refund short- 
term credits by fixed obligations. A 
number of cases may be discussed in 
which bonds were used to refund bank 
loans used for financing increased in- 
ventories. Even large finance com- 
panies, which usually employ bank and 
open market borrowings, have floated 
low coupon bonds for the purpose of 
securing permanent working funds. The 
broker’s loan, which was an important 
factor in the 1929 credit volume, has 
assumed less significance with stricter 
regulation of security markets and mar- 
gin transactions. The conclusion one 


reaches is that easy money, together 


with the accompanying high bond 
prices, not only maintains low yields, 
but removes a potential demand for 
bank credit by some of the better credit 
risks. 

This reasoning is based on the theory 
that the Federal Reserve will maintain 
its easy money policy. It may permit 
the credit base to expand indefinitely 
by providing banks with a comfortable 
margin of excess reserves. If money 
management is to be applied, however, 
to the prevention of an over-expansion 
of credit, a contraction point will be 
reached. As soon as there is a strain 
on excess reserves and credit demand 
continues, money rates will tend to be- 
come firmer. Under pure conditions of 
supply and demand for bank credit by 
business, such a situation could be 
viewed favorably. The heavy invest- 
ment by banks in securities, however, is 
a counter influence. A rise in money 
rates would be accompanied by a de- 
cline in bond prices, especially in the 
long-term maturities. In an effort to 
supply credit to business, banks would 
be forced to liquidate securities which 
comprise the greater degree of risk. 
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Conservative accounting practice re- 
quires that investments be written down 
to market values, while actual liquida- 
tions result in losses from the high pur- 
chase prices. 


The problem of supporting the in- 
vestment portfolio has been approached 
by the maturity-distribution method. 
Even this method has its shortcomings. 
The safest course for banks would be 
to purchase only short-term obligations 
which may be held to maturity. The 
problems of costs and earnings, how- 
ever, cannot be overlooked. Short-term 
obligations contribute little to earnings 
since current monetary conditions offer 
narrow yields on such investments. 
Longer term bonds provide a better 
yield, it is true, but holders are required 
to assume a greater degree of risk. 
When money rates rise, the longer ma- 
turities are vulnerable to price con- 
traction, since the yield on the latter 
must be brought into line. On the one 
hand, therefore, there is the low yield 
on short-term “safer” investments; and 
on the other hand, a higher yield on 
long-term issues which are subject to 
price vulnerability. 

It is this vulnerability of the port- 
folio in a period of rising money rates 
which constitutes a decided detriment 
to bank earning power. It counter- 
balances the beneficial effect which a 
firming of money rates in the lending 
function may exert. 


Possible Results of Recession 


Since there has been a good deal of 
opinion that the current business reces- 
sion is more than a temporary setback, 
it is interesting to observe possible de- 
velopments from the commercial bank- 
ing viewpoint. It may be expected that 
the volume of loans and discounts will 
decline with the liquidation of inven- 
tories and curtailment of production. 
Any such recession is likely, therefore, 
to be less severe than that of 1929-32, 
since volume of bank credit extended 
to business is far from the pre- 
depression peak. The undistributed 
profits tax, furthermore, has absorbed a 
portion of the funds which would or- 
dinarily be plowed back into the busi- 
ness for working capital and expansion. 
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The need for these funds to carry on 
operations may require the extension 
of bank credit over a longer period of 
time. 

A decline in loans and discounts 
would once more aggravate the prob- 
lem of idle funds and earnings. Banks 
would be faced with the difficulty of 
reallocating funds released through the 
liquidation of credits to business. Two 
courses are apparent. They may permit 
the funds to remain idle, or invest them 
in securities. The former course would 
merely prove the contention that earn- 
ing power is restricted, for while it may 
be the sounder procedure from the view- 
points of liquidity and safety, it does 
not provide earnings. It is also believed 
that the reinvestment of such funds in 
securities is a restrictive course. If they 
are diverted into short-term obligations, 
the rate of income would be forced 
lower. In the period of a few months, 
a good proportion of the short-term 
obligations would be yielding a nar- 
rower return. Repurchase of longer- 
term securities would only aggravate 
the high-priced condition already exist- 
ing and, eventually, increase the bur- 
den of vulnerability to market reces- 
sion. 

Past history has shown that bond 
prices decline ultimately in a business 
depression, since even the better grade 
investment risks are affected from the 
credit viewpoint. Liquidation by one 
of the factors comprising the market is 
certain to depress prices, unless buying 
interest from other sources is created. 
It does not appear logical for investors 
other than banks to be willing to ab- 
sorb additional bonds at low yields. 
The result would be, therefore, for 
banks to suffer losses on securities liqui- 
dated and write-offs on investments re- 
tained. 


Vulnerability of Bank Portfolios 


One may observe from the foregoing 
discussion that the security portfolio is 
vulnerable to price weakness and sub- 
sequent loss during a period of rising 
money rates due to greater competition 
for funds; and it is vulnerable from the 
credit viewpoint due to lack of confi- 
dence during a period of business de- 
pression. It is unreasonable to assert 


More profits 
and good will 
for your bank... 


That the average city bank can make a 
profit and increase good will by a properly 
organized “small loan department” has been 
clearly demonstrated by banks that have 
succeeded in this field. 


A working manual for bankers who would 
repeat these successes will be found in 


INCREASING 
PERSONAL 
LOAN 
BUSINESS 


By R. E. DOAN 
and 
G. F. FOLEY 


The authors of this book have had years 
of practical experience in developing a small 
loan department in the Denver National 
Bank. They are also the originators of the 
nationally known “Denver Plan” for liqui- 
dating retail charge accounts which is fully 
described in this book. 


Your name and address on the coupon 
below will bring this new book to your desk 
on 5 days’ approval. 


BANKERS PUBLISHING COMPANY 
465 Main St., Cambridge, Mass. 


Please send me on approval a copy of 
“Increasing Personal Loan Business” by 
Doan and Foley. At the end of 5 days I 
will either remit $2.50 or return the book. 
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without qualification that the conditions 
as set forth will develop. No two busi- 
ness cycles are known to be alike. The 
interposition of Government credit and 
political influence in the picture, fur- 
thermore, gives one less assurance that 
conditions anticipated will occur. Yet 
the vulnerability of the investment port- 
folio and restricted earning power are 
more than just theories. It is of prime 
importance to consider them in the light 
of what the future may hold. 

In view of the current situation sur- 
rounding the business of banking, the 
course which will prove safest in the 
long run is most desired. The most 
conservative is believed to be the safest 
course. Needless to say, it involves, in 
the first instance, the elimination of in- 
vestments which have a suspicion of 
uncertainty. While they may offer a 
greater return currently, they are more 
vulnerable to loss. The sacrifice of in- 
come at present may prove beneficial 
in the long run. 

A conservative administration of 
banking policy under current conditions 
involves the creation of large reserves 
against investment losses. In the first 
place, it is advised that any recoveries 
on securities previously written down 
be allocated to the contingency reserve. 
A greater portion of the income derived 
from securities should be set aside as 
a reserve. Building such protections 
against future losses on investments is 
difficult in a period when money rates 
are easy. It should be accomplished, 
however, at the expense of a reduction, 
or even elimination, of a dividend yield 
on invested capital. The creation of 
stability through protection ‘against 
more severe future losses is a sound 
course. Thus, in the current state of 
restricted earning power, greater con- 
servatism in banking policy than has 
been heretofore exerted should be the 


keynote. 
© 


REFORM OF TAXATION 


In his inaugural address, President 
Orval W. Adams, of the American 


Bankers Association, said that our 
people should be made tax conscious. 

It would seem that existing taxes are, 
in many instances, operating in a man- 
ner to cause capital to remain idle, and 
thus not only to hinder constructive de- 
velopment, but to add to unemployment. 

One of the country’s authorities on 
taxation is Mark Graves, president of 
the New York State Tax Commission. 
In a recent address at the meeting of 
the Savings Bank Association of the 
State of New York, Mr. Graves said: 


“My dominant interest is for the 
white-collared workers, the skilled and 
unskilled laborer and farmer who, be- 
cause the investor will not risk his cap- 
ital in new or expanding business en- 
terprises, are without work, or a market 
for their products. The best way to 
prime the business pump is to give the 
investor a fifty-fifty break. Let him 
have an opportunity to make money 
commensurate with the risk which he 
takes. The hope of gain is undoubtedly 
the most compelling incentive in the 
world. Give business and capital its 
incentive, and the unemployed will be 
taken from our streets. Industry will 


boom and agriculture will prosper.” 


Commissioner Graves offered a six- 
point plan for improving methods of 
taxation. He would have the cost of 
government drastically reduced to a 
point which could be afforded; all gov- 
ernment budgets balanced; that Federal 
and state systems be codrdinated, thus 
avoiding conflicting and duplicate taxa- 
tion; that rates be adjusted so as to en- 
courage the investment of capital in the 
expansion of business; and (if required 
to balance the Federal budget) a Fed- 
eral manufacturers’ sales tax; and fi- 
nally, “that those responsible for plan- 
ning and enacting tax laws forget such 
political philosophies as ‘pluck the goose 
which squawks the least’ and ‘soak the 
rich,’ for the very good reason that these 
policies result in oppressing the poor— 
that great body of men and women who 
earn their daily bread by their daily 
labor.” 
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ALL-WEATHER BANKING 


Weakness of present banking scheme is due 
to the essentially unperformable character of 
the bank’s contract with its depositors... . 


By Ratpw W. MANUEL 


President, Marquette National Bank, Minneapolis, Minn. 


ET it be distinctly understood at 
the outset that the harsh things 
which I shall say about our bank- 

ing system do not constitute an indict- 
ment of American bankers, nor an ad- 
mission that the skill, courage, and 
resourcefulness with which they met 
the problems of the recent depression 
were exceeded by those qualities dis- 
played by any other group of men. 

Banks suffered heavy losses in the 
dozen years preceeding the bank holi- 
day of March, 1933, and many banks 
failed, to be sure, but banks do not 
create losses, and bank failures only 
reflect losses that have already oc- 
curred elsewhere. During the period 
of a dozen years ending in March, 1933, 
the men and women of this country, in 
their individual and corporate ca- 
pacities, involved our banks in their 
losses in an aggregate amount greatly 
in excess of the entire aggregate capital, 
surplus and undivided profits of all the 
banks of the United States at the begin- 
ning of the period. Nevertheless, the 
entire dollar loss that has been and 
will be reflected back to the public 
through depositors’ losses will be less 
than one-half of one per cent. per an- 
num reckoned upon the average aggre- 
gate deposits of the period. I refer to 
dollar loss because, in the aggregate, 
depositors suffered no real loss at all, 
since the increase in the purchasing 
power of the dollar greatly exceeded 
the loss in number of dollars. 

When full consideration is given to 
the enormous shrinkage in the dollar 
values of the real things upon which 
the banking structure rests; and to the 
inherently unperformable nature of the 


obligation imposed upon the banks, it 
is quite clear, I think, that the extent 
to which the individual banks in this 
country were able to stand between 
their depositors, and even dollar losses, 
is a bright spot in an otherwise gloomy 
picture. Providing an “isle of safety,” 
however (particularly for timid slack- 
ers who are promoting depression by 
converting their assets into idle bank 
deposits), is not the primary purpose 
of a banking system, and it must be ad- 
mitted that our present banking scheme 
is largely a fair-weather affair. In nor- 
mal times it functions admirably, but 
in the boom and depression phases of 
our business cycle it functions badly, 
and, in the later phase may even cease 
to function at all. In the boom phase 
the banking process over-stimulates the 
markets with newly created bank 
money; and in the depression phase the 
banking process starves the markets by 
draining current money income away 
from the markets into the payment of 
bank debt and extinguishment of bank 
money. 

Some bankers, supervising officials, 
academic students, and lawmakers, ap- 
pear to believe that this perverse func- 
tioning of our banking system, whereby 
it feeds our booms and deepens our de- 
pressions, is inherent in the free bank- 
ing process, and must be prevented 
through arbitrary application of power- 
ful central bank controls by politically 
constituted monetary authorities. 

Other bankers, supervisors, students, 
and lawmakers appear to see nothing 
inherent in the nature of the free bank- 
ing process that makes such malfunc- 
tioning inevitable. They appear to 
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think that the imperfect functioning of 
our banking system is due to numerous 
important circumstances, such as the 
lack of wholly competent bank man- 
agement, lack of adequate and suffi- 
ciently intelligent bank supervision, the 
existence of too many banks, the alleged 
weaknesses of our unit banking system, 
and our dual system of chartering and 
supervising banks. They appear con- 
tent to look forward to such banking 
reform as may be involved in the grad- 
ual improvement of these untoward 
conditions. 


Basic Weakness of Our Banking 
Scheme 


I wish to bring to your attention a 
view that is quite different from either 
of these: I am convinced that the ad- 
mittedly perverse functioning of our 
banking system is not inherent in the 
free banking process, but is due to basic 
weakness peculiar to our present bank- 
ing scheme. On the other hand, I think 
this basic weakness lies much deeper 
than mere matters of bank organization, 
bank supervision, and personnel of 
bank management—it lies at the very 
base of our banking structure in the in- 
herently unperformable character of the 
obligation of the banks to convert the 
credit balances of their depositors into 
cash on demand or short notice, and 
pay that cash out through the tellers’ 
windows. 


Our banking system did not totter 
through the years of 1931, 1932 and, 
finally, collapse in 1933 because the 
collapse of a free banking system in 
times of depression is inevitable, or be- 
cause we had too many banks, or too 
few bankers, or inadequate supervision, 
or because we had a dual system com- 
posed largely of unit banks. Our bank- 
ing structure crumbled and finally col- 
lapsed mainly for the single, simple and 
obvious reason that its depositors de- 
manded of it the performance of an in- 
herently unperformable obligation. And 
it was able to resume the performance 
of its useful services after the bank holi- 
day, not because performance of its 
obligation had become possible, but be- 
cause the President, by his brilliant 
strategy, persuaded the depositors to 


withdraw their demands for immediate 
performance. 

As long as the solvency of our bank- 
ing system depends upon the extent to 
which its depositors choose to demand 
the performance of an obligation, no 
major part of which possibly can be 
performed, no conceivable improvement 
in bank management, bank supervision, 
and bank organization can make our 
banking scheme sound. Unfortunately 
the nature of the banking process does 
not require that the banking system be 
placed in this fantastic position, and 
adjustment of the obligation of the 
banking system to what it can actually 
perform is not impossible or unduly 
difficult, and will not destroy or impair 
the banking process. 

The existence of this problem of un- 
performability appears to be due 
mainly to the wholly erroneous notion 
that assembling and investing the pub- 
lic’s savings is a part of the banking 
process. Nothing could be further 
from the truth. 


The banking process consists in those 
innumerable acts by which the banking 
system monetizes credit; that is to say, 
gives the quality of currency to credit, 
thus converting credit into money. The 
particular kind of money thus created 
consists in credit balances on the books 
of the banks transferable by check, and 
is frequently called bank money or bank 
deposit currency. The credit which the 
banking system monetizes is the credit 
of borrowers evidenced by their promis- 
sory notes in the portfolios of the banks. 
The banks monetize this credit by un- 
dertaking to convert it into lawful 
money upon demand, and by provid- 
ing the machinery of exchange through 
which it may be transferred by check 
from person to person and from place 
to place. 


Savings Institutions Are Investment 
Trusts 


Savings institutions, on the other 
hand, are investment trusts and _per- 
form no monetary function. If all the 
depositors in all the savings banks in 
this country walked into the lobbies of 
these savings banks tomorrow and ex- 
changed their passbooks for the mort- 
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Cleveland 
Crust Company 


Ohio’s Largest Commercial Bank and Trust Company 
53 Banking Offices . . . over 600,000 Deposit Accounts 


CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1937 


ASSETS 
Cash on Hand and in Banks. . se ie $ 91,950,024.88 
United States Government obligations, ‘direct and 
fully guaranteed. . . 116,749,395.98 
State, Municipal and Other Bonds ond Saveesmnenen, 
including Stock in Federal Reserve Bank, less 
Reserves .. “i 13,113,545.06 
Loans, Discounts wand iene lose Senerves Nar 140,757,458.13 
Banking Premises . . Pe Eee 5,908,597.65 
Other Real Estate, less Reseeves 11,216,950.23 
Interest and Earnings Accrued and Other Sesewow 3,197,783.31 
Customers’ Liability on Acceptances — ae of 
* Credit Executed by this Bank. . . ‘ 2,195,231.03 


" Total - + $385,088,986.27 


LIABILITIES 


Capital Notes .. $ 14,137,500.00 
(Subordinated to Deposits end ‘Other Liabilities) 


Capital Stock .. - ~  13,800,000.00 
Surplus and Undivided Profies Satg 4,150,176.32 


$ 32,087,676.32 
Reserve for Taxes, Interest, etc.. . . . . 2... 1,399,700.06 
DEPOSITS 
Wemene G3" 6 6. es « «+ $155,608,734.51 


isc oe - 174,354,478.95 
Estates Trust Department 
(Preferred) . . < © ©  SEgOE ZIG 
Corporate Trust Department 
(Preferred) . . . ae 5,523,625.37 
$347,218,075.75 
Other Liabilities . . 2,188,303.11 
Acceptances and Letters of Credie ‘Executed for 
COMCMNEOEE Sc os 94 : : 2,195,231.03 
$385,088,986.27 
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FEDERAL RESERVE oO ee CLEVELAND CLEARING 
SYSTEM 25 4 HOUSE ASSOCIATION 


Member Federal Deposit 
Insurance Corporation 
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gages and bonds in the portfolios of the 
savings banks, the depositors would then 
simply own, separately, what they now 
own collectively. The essential eco- 
nomic process of creating and distribut- 
ing goods and services would not be seri- 
ously interrupted or disturbed by this 
change. 

If, however, all the commercial de- 
positors walked into the banks tomor- 
row and exchanged their commercial 
bank balances for the loans and securi- 
ties in the portfolios of the banks, the 
money through which our economy 
mainly functions would be destroyed, 
and commerce and industry would be 
paralyzed until new commercial bank 
loans created new commercial bank de- 
posits. 

Our mutual savings banks are splen- 
did institutions, with fine traditions and 
a proud record of honest and able ad- 
ministration. They perform a highly 
useful service by encouraging thrift, 
and by gathering together the small 
savings of millions of people, and mak- 
ing those savings available to finance 
the creation of new wealth. The exist- 
ing obligation of these institutions to 
return to their depositors, practically 
upon demand, the ten billion dollars 
which the savings banks have properly 
and necessarily invested; mainly in 
long time securities, however, is obvi- 
ously unperformable. I presume it 
would be within the truth to say that 
nowhere in the world is there to be 
found a ten billion dollar aggregation 
of sounder or better chosen securities 
than those which make up the port- 
folios of our six hundred mutual! sav- 
ings banks. What these institutions have 
done for their depositors in this respect 
is the best that can be done. Unfor- 
tunately, however, the solvency of these 
institutions, to which some thirteen 
million men, women and children look 
for the protection of their savings, de- 
pends not alone upon the soundness of 
their investments, but also upon the un- 
predictable extent to which these de- 
positors choose to exercise their right 
of withdrawal. 

Many years ago, when commercial 
banks did not receive savings deposits 
and the accumulation of securities in 
savings banks was still very small, these 


securities probably could have been 
sold to individual investors without 
great sacrifice, but that time is long 
since past. Manifestly, no substantial 
portion of the nearly twenty-five billion 
dollars of securities in which savings 
deposits are now invested can be sold 
in time of stress without complete de- 
moralization of the securities markets. 

The pitifully slight extent to which 
banks may actually liquidate their in- 
vestments at such a time is well illus- 
trated by our recent experience. Be- 
tween June, 1929, and June, 1933, the 
savings and time deposits in the banks 
of the United States showed a shrinkage 
of something more than seven billion 
dollars. When we seek to discover 
how much of the money thus paid out 
to savings depositors was obtained by 
our desperate efforts to liquidate the 
investments that we had made with 
these funds this is what we find: 

In June, 1929, our banks held invest- 
ments to the amount of approximately 
seventeen billion dollars, and in June, 
1933, there had been no shrinkage in 
this figure but, in fact, an increase of 
nearly a billion dollars. On the other 
hand, our loan portfolio showed a 
shrinkage for the same period of ap- 
proximately nineteen billion dollars, 
while our shrinkage in demand deposits 
was only nine billion dollars. The sig- 
nificance of these figures is somewhat 
clouded by the fact that we have’ no 
figures for the extent to which this 
shrinkage in savings deposits and in de- 
mand deposits resulted from the elimi- 
nation of deposits in closed banks, and 
from the further fact that the increase 
in our Government bond portfolio re- 
flects, mainly, an inflation of demand 
deposits rather than investment of 
saved income. It is quite clear, how- 
ever, that our withdrawals of savings 
deposits were not paid from the sale 
of the securities in which they had been 
invested but were, in fact, paid mainly 
from the liquidation of the more or 
less liquid loans that had created, and 
should have supported our demand de-. 
posit structure. 


Liquidating Commercial Loans 


This practice of liquidating commer- 
cial loans to pay savings withdrawals, 
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of course, amounts to using the funds 
of commercial depositors to buy the 
frozen investments of savings deposi- 
tors and, to that extent, leaves our 
commercial deposits supported, not by 
the more or less liquid loans that 
created them, but by the frozen invest- 
ments properly made with savings de- 
positors’ funds. The managements of 
commercial banks are not to be cen- 
sured for this pernicious practice be- 
cause they are powerless to prevent it 
under our present scheme. As long as 
banks are required to relieve their sav- 
ings depositors of their investments, 
and provide them with current money 
purchasing power to replace money 
purchasing power that no longer exists, 
but has been properly and necessarily 
consumed in the creation of fixed assets, 
the banks must get this money purchas- 
ing power where they can. It is a 
question of meeting the absurd obliga- 
tion to whatever extent the depositors 
demand some way, or closing the bank’s 
doors. 

Is it not time to face the realities of 
this situation squarely and limit the 
obligation of banks to their savings and 
time depositors to what the banks ac- 
tually can do? What they can do, and 
all they can do, when withdrawals ex- 
ceed the inflow of new deposits, without 
invading the rights of commercial de- 
positors and impairing the integrity of 
our bank money, is to return to the de- 
positors their money as fast as the se- 
curities in which it has been properly 
invested can be liquidated without un- 
-due sacrifice. What warrant is there 
for promising more? 

Such limitation of the right to with- 


New York City 


draw is not without precedent. Pre- 
cisely this sound and honest practice 
has prevailed in the operation of sav- 
ings and loan associations for more than 
a hundred years. Its application to 
savings accounts in banks would not 
mean, of course, that savings depositors 
would be denied the opportunity to 
withdraw their funds as they pleased 
in ordinary times. In normal times the 
withdrawals by savings depositors are 
not paid with funds obtained by the 
liquidation of securities, but are prop- 
erly paid from the newly deposited 
funds of other depositors. It is only 
in the depression phase of our business 
cycle, when withdrawal demands ex- 
ceed the inflow of new deposits, that a 
bank must look to the liquidation of 
its securities for funds with which to 
pay withdrawals. Unfortunately, how- 
ever, that is the time when no large 
scale liquidation of securities is pos- 
sible, and when, even moderate liquida- 
tion places a heavy strain upon the 
markets and increases the hysterical de- 
mand for liquidation. The substitution 
of a performable contract for an un- 
performable one would require no 
change in our present savings bank 
practice in ordinary times, and in bad 
times would protect all depositors from 
the danger of their banks being wrecked 
by unnecessary demands of frightened 
fellow depositors. The problem of ad- 
justing the obligation of separate sav- 
ings banks to what they can fully per- 
form is as simple as it is necessary. 
Why we have so long delayed doing it 
is difficult to understand. 

In our so-called commercial banks, 
however, the problem is much more 
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difficult. Here we are not concerned 
alone with the accumulations of the 
past; the integrity of the money which 
implements our economic process of 
making a living in the world is also in- 
volved. Here the sound and shortly 
self-liquidating loans which have created 
and must support our commercial de- 
posits or bank money are pledged also 
to the support of our inherently unper- 
formable obligation to our savings de- 
positors. This, of course, makes our 
obligation to our commercial depositors 
also inherently unperformable and im- 
pairs the integrity of our bank money 
which is the currency of commerce. 

The simple remedy of limiting the 
savings deposit payment obligation of 
the bank to the liquidation possibilities 
of the securities in which its savings 
depositors’ funds are properly invested, 
which remedy fits the problem in the 
separate savings banks so well, is not 
applicable to commercial banks _be- 
cause in such a bank there is no separate 
body of securities in which savings de- 
posits are invested. 


The Ideal Solution 


The ideal solution of this savings 
problem, of course, is the removal of 
savings deposits from commercial banks 
to the separate savings institutions and 
the appropriate modification of the con- 
tract between these savings institutions 
and their depositors. There are serious 
practical difficulties, however, in the 
way of this plan. One is the fact that 
we have a large number of communities 
where there is not sufficient available 
business to justify the existence of two 
separate institutions; another is the fact 
that the savings business has become 
such a large part of the total business 
of many banks that .mest commercial 
bankers weuld be unwilling to see it 
surrendered to the savings institutions. 
The intrusion of commercial banks into 
the savings bank business is compara- 
tively recent and, I think, most unfor- 
tunate, but most bankers now regard the 
performance of this savings service as 
an integral part of their business and 
I doubt that they would be willing to 
return to the sound practice of a gen- 
eration ago. Manifestly, however, our 


free banking process must be rescued 
from the unsupportable burden of giv- 
ing liquidity to the inherently and un- 
alterably nonliquid securities in which 
money savings must be invested. 

If commercial banks are to continue 
to do savings bank business completely 
separate savings and commercial de- 
partments must be set up. The funds 
deposited by savings depositors and the 
securities in which savings funds are 
invested must be kept wholly separate 
from the funds and the loans which sup- 
port commercial deposit liability. The 
savings depositors must have no claim 
upon the cash and loans of the commer- 
cial department, and their right of with- 
drawal must be contingent upon the 
banks’ ability to liquidate the approved 
securities in which their funds are in- 
vested. This virtually means two 
separate and very different institutions 
operating, however, under one charter, 
one roof and one management. 


A bill for an enabling act permitting 
state banks to set up commercial ‘and 
savings departments, and to modify 
their obligations to their savings and 
time depositors, as here proposed, was 


introduced in the Minnesota legislature 
two years ago for the purpose of bring- 
ing this whole matter down out of the 
realm of academic discussion into a 


concrete proposal. The banking com- 
mittees of both Houses evidenced -con- 
siderable interest, and caused the bill 
to be printed and distributed among 
legislators and bankers. This year a 
similar bill was introduced and unani- 
mously recommended for passage by 
the banking committees of both Houses, 
but the intense political controversy, 
during the latter part of the session, 
prevented final action upon it. 

Now I know quite well that the in- 
stinctive reaction of the typical banker 
to proposals for new bank legislation 
is a hostile one and I believe that re- 
action is fully jusfified by our experi- 
ence. I presume we have on our statute 
books more pages of bank law than 
have been enacted in all the rest of the 
world in all its history, and still we 
have a very imperfect banking system. 
Much of our well intended bank legis- 
lation accomplishes no useful purpose, 
and some of it is vicious. It represents 
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the rather blind attempts of men with- 
out much understanding of the banking 
process, to correct real or fancied evils. 
We shall continue to be harassed with 
this sort of legislation, however, until 
understanding bankers and students of 
banking take the trouble to secure the 
enactment of laws that will provide our 
economy with a sound and efficient 
banking mechanism. 

As a substitute for all our many 
banking laws, a sound legal pattern for 
an efficient banking system probably 
could be set up on a dozen pages of 
legal cap. The opportunity to do that, 
however, may be far in the future. In 
the meantime is it not wise to seek the 
enactment of a few vital provisions that 
will make possible the preservation of 
our free banking process? 


Bank Deposit Insurance 


There are many people who appear 
to believé that our new device of Bank 
Deposit Insurance somehow makes our 
banking scheme sound and impreg- 
nable. Perhaps some of you recall 
that, when the Federal Reserve System 
was established a little more than a 
quarter of a century ago, we were all 
quite sure that bank failures were things 
of the past. You may remember that 
the December, 1920, number of “Sys- 
tem Magazine” carried an article by no 
less a person than Paul Warburg, vice- 
governor of the first Federal Reserve 
Board at Washington, entitled “Why 
We Cannot Have a Bank Panic.” As a 
matter of fact, the Federal Reserve Act 
was an exceedingly wise and useful 
piece of legislation, and if banks had 
been content to stay out of the savings 
and investment business, which they 
had not then entered on a large scale, 
Mr. Warburg’s conviction, and the con- 
viction of the public, might have proved 
well founded. 

I have never been opposed to bank 
deposit insurance: it is a very useful 
device for distributing the burden of our 
occasional bank failures over the whole 
body of beneficiaries of banking serv- 
ice instead of allowing it to fall as a 
crushing burden upon the few unfortu- 
nate persons who happen to be deposi- 
tors in the banks that fail. As a means of 


preventing the malfunctioning of our 
banking system, and as a substitute for 
sound functional bank reform, however, 
I fear it may prove quite disappoint- 
ing. The basic weakness in our present 
banking scheme is not one that can be 
cured by shifting the burden. The 
present obligation of the banks to their 
depositors is inherently unperformable. 
It can no more be performed by the 
FDIC than it can by the banks them- 
selves, and it can no more be performed 
by the Federal Government than by the 
banks or the FDIC, except by the is- 
sue of a mountain of paper money that 
will shrink in unit value as it increases 
in size. 

The Federal Treasury has already 
contributed $150,000,000 to the FDIC, 
and has caused approximately $140,- 
000,000 to be transferred from the sur- 
pluses of the Federal Reserve banks, 
and has obligated itself to lend FDIC 
as much as a half billion dollars more 
if required. In view of the Federal 
Government’s stake of $800,000,000 in 
FDIC; and in view of the moral respon- 
sibility that the Government has as- 
sumed in sponsoring FDIC, it may be 
that, when the next epidemic of bank 
deposit withdrawals develops, the Fed- 
eral Government will provide sufficient 
money of some kind to pay their de- 
positors, and if and when that is done 
the banks will belong to the Federal 
Government and our free banking pro- 
cess will have been destroyed. 

Breaking up the unnatural and un- 
holy entanglement of our almost magi- 
cal banking process with the plain 
business of assembling and investing 
saved income, and limiting the under- 
takings of savings banks and savings 
departments to what can certainly be 
done under all circumstances and con- 
ditions, will not make our banking sys- 
tem perfect but it will make it possible. 

It will not, in itself, wholly prevent 
commercial banks from creating coun- 
terfeit bank money through the process 
of buying bonds and making mortgage 
loans and collateral loans, but it will 
discourage this practice. Savings, of 
course, must be so invested and, in our 
present mongrel banks, bank officers are 
in a state of near complete confusion 
as to whether, in any specific instance, 
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they are monetizing the borrower’s 
credit or simply lending him the saved 
income of the bank’s savings depositors. 
Segregation will completely eliminate 
this confusion and bring the vicious 
practice of monetizing claims against 
fixed asests into bold relief. 


Moreover, the Comptroller of the 
Currency, through his authority to de- 
termine what bonds national banks may 
buy, has power to prevent their buying 
any bonds, and the Federal Reserve 
Board through its authority to determine 
what percentage of their capital struc- 
tures member banks may employ in 
making collateral loans, has power to 
prevent their making such loans at all. 
Apparently, specific authority over the 
making of mortgage loans within the 
limits fixed by law has not been lodged 
anywhere, but the FDIC, the Federal 
Reserve Board, and the Comptroller of 
the Currency have but to frown upon 
this unsound practice to destroy it. Let 
the Congress, by such simple legisla- 
tion as I am urging, once declare its 
wise intention to limit the activities of 
our commercial banking system to its 
proper monetary functions, and the full 
codperation of the Federal banking au- 
thorities to that end could, of course, 
be counted upon. 


A Sound Banking System 


When our savings bank business is 
conducted in separate savings institu- 
tions and entirely separate savings de- 
partments, and the liability of these 
savings banks and savings departments 
to their depositors is limited to what is 
inherently possible of performance, and 
the commercial banks monetize only 
sound, short-time self-liquidating credit, 
we shall have a sound banking system 
that will efficiently perform its true 
function of implementing our economic 
process. 

Creating this happy situation is not 
simply a banking problem—it is a so- 
cial objective of the utmost importance. 
The real tragedy of the recent banking 
disaster is not to be found in the fact 
that more than a hundred thousand 
bank officers and bank directors suffered 
the humiliation of seeing their banks 
closed; and more than a million share- 


holders suffered an aggregate loss of ap- 
proximately ten billion dollars, lament- 
able as those incidents were; it is to be 
found in the fact that the desperate 
struggle of all the banks to discharge 
an inherently impossible obligation 
crushed our securities markets; de- 
moralized and, all but destroyed, our 
price structure; forced many thousands 
of men and concerns into bankruptcy; 
threw many millions of men and women 
out of employment; well-nigh paralyzed 
our industry and commerce; and mag- 
nified our business depression into an 
economic debacle. The necessary re- 
construction of our banking scheme is 
not urged, therefore, primarily for the 
purpose of saving the owners of our 
banks from losses that might be even 
greater than last time, important as is 
that objective; but is urged primarily 
for the purpose of saving every man, 
woman and child in this country from 
the whole train of evils that arise from 
the attempted deflation of a frozen 
banking structure. 


© 
PROSPECTS FOR 1938 


THERE is not much use in trying to 
make many definite forecasts of the 
course of business in 1938 for the out- 
comes depend on decisions that will be 
made in Washington, and on policies 
that will be adopted there. We have all 
the economic requisites for prosperity. 
We have the men, money, materials and 
markets. Our difficulties are political, 
not economic. We need codperation be- 
tween Government and business. If that 
can be attained we can have a resump- 
tion of recovery. 

It seems probable that the bottom of 
the present slump in industrial produc- 
tion will be reached in the first half of 
next year. The recovery from that low 
point is bound to be much slower than 
the descent to it has been. The Federal 
Reserve index of industrial production 
reached 121 a year ago. Its average 
for this year is about 110. A plausible 
estimate of its average for 1938 might 
well be that it would not differ from the 
1935 average of 90 by more than 6 
per cent. or 7-per cent—Col. Leonard 
P. Ayres, vice-president, Cleveland 
Trust Company. 
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BANKING A PROFESSION 


Unqualified and inexperienced bankers are 


both a detriment to their own institutions 


and to the whole banking community ... . 


By Ray E. MayHam 


President, West Side Trust Company, Newark, N. J. 


VERY well-informed banker knows 
that with the organization of the 
American Institute of Banking be- 

gan the era when banking was elevated 
to a profession, and when those en- 
gaged in it began to realize that it was 
necessary to add an academic under- 
standing of banking principles to the 
experience gained by the daily routine 
of its practices in order to produce 
capable, well equipped and properly 
qualified bankers. 

To my mind, the formation of the 
American Institute of Banking signified 
the opening of the door of opportunity 
to the bank clerk and to those who are 
ambitious to succeed in banking through 
the force of their hard work, merit and 
ability, and it also rang the death knell 
of the idea that banks can be success- 
fully conducted by any fairly respec- 
table, intelligent and well-thought of 
citizen, regardless of the character of 
his existing or previous business or pro- 
fessional connection, and also regard- 
less of the fact that he might be totally 
inexperienced in banking. The fact is 
that careful analysis generally shows 
that bankers of the latter type are in 
many cases a detriment to the progress 
and successful management of their in- 
stitutions, and that what success their 
institutions achieve is more often the 
result of the banking education and 
practical experience of other officers 
and personnel who can be found in 
more subordinate positions. 

Unqualified and inexperienced bank- 
ers are both a detriment to their own 
institutions and to the whole banking 
community for the reason that they 
carry on a type of banking which upsets 
the banking equilibrium of the whole 


community and casts a reflection on the 
other institutions which are located 
within the sphere of their operations. 
All careful students of banking are 
familiar with cases where this has been 
the result and many institutions which 


The accompanying article con- 
sists of extracts from an address 
recently made by Mr. Mayham 
before the annual conference of 
New Jersey and Southern New 
York chapters of the American 
Institute of Banking. The author 
believes that every bank clerk 
should start his banking career 
with the belief that he is capable 
of some day becoming a bank 
officer. If he has the right stuff 
in him and will take advantage 
of the education facilities of the 
A. I. B. this should in nearly all 
cases be possible. 


were formerly successfully operated 
now find that they are seriously handi- 
capped because of the reflection cast 
upon banks by the type of bankers to 
which I have referred. 


Upon What Success in Banking 
Depends 


The success of banking depends upon 
three things, each of which is of equal 
importance: First, financial strength; 
second, the ability of bankers; and 
third, the confidence of the public. And 
these elements cannot be welded to- 
gether into a successful banking struc- 
ture unless officers and personnel can 
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be found in the field of banking who 
have the integrity, ability and banking 
experience which the banking business 
requires and which the public has the 
right to expect bankers to have. The 
public expects banks to be operated by 
bankers, and one of the questions most 
frequently raised on the outside is why 
banks are sometimes operated by other 
than those trained and experienced in 
banking. This is one of the points 
about banking most generally criticized, 
and justifiably so, and I think we all 
realize that it has long stood in need 
of salutary correction. 


Importance of Being Bank Minded 


To my mind one of the most im- 
portant requirements of a banker is that 
he be “bank minded,” which I can as- 
sure you is not something which can 
be acquired in a day and certainly not 
while engaged in other lines of busi- 
ness or while the mind is occupied by 
extensive outside interests. Becoming 
bank minded, as we all know, is only 
possible after years of banking asso- 
ciation and experience, and supple- 
mented, of course, by the proper study 
to obtain an academic knowledge of 
banking. 


Purpose of the American Institute of 
Banking 


The primary purpose of the American 
Institute of Banking is to educate bank- 
ers, and I think it is clear to everyone 
that if we are not to have our banks 
operated and directed by men and 
women who are educated as_ bankers, 
then there is small hope for the future 
of banking and it would no longer 
appeal as a business career to anyone 
endowed with the proper ambition for 
future and permanent business success. 


We should always bear in mind, as 
the events of the past few years have 
unquestionably proven, that economics 
and finance have never been established 
as exact sciences and that therefore the 
real value of a banking education de- 
pends largely upon the appreciation of 
proper banking ethics and the under- 
standing by the banker of the signifi- 


cance of the business operations of this 
country and the world, and particularly 
of those with which he comes in daily 
contact in the institution with which he 
is connected. I think we have all been 
impressed during the past few years as 
never before, that we live in a world of 
ever changing business conditions and 
that if the banker is to maintain an 
important relation to the economic 
structure, he must advance to the point 
where he will be the recognized au- 
thority on finance and, of course, of its: 
value to human relationships. 


Lack of Banking Aggressiveness 


It seems to me that the principal 
trouble with banking in the past has 
been that it has not exerted the power 
of financial leadership. In other words, 
particularly in recent years, banking as 
a whole has assumed an attitude of be- 
ing resigned to its fate and has rather 
humbly and ofttimes apparently’ too 
gladly accepted the lot which has been 
assigned to it by others, with an atti- 
tude of thanksgiving for its continued 
existence. My idea of banking is that 
it should be the great leader of finance 
in this country and the world and that 
its services should be so valuable and 
efficient that there would be no question 
as to the position and authority of its 
leadership. Banking seems to have been 
content to accept the place assigned to 
it by those whose duty it is to act in 
the public interest without attempting 
to prove that it has the ability and ca- 
pacity to serve the public without jus- 
tifiable governmental interference. We 
should always remember that the Gov- 
ernment does not usually step in and 
interfere with business unless justified 
to do so by shortcomings which create 
a demand for governmental action, and 
to my mind one of the chief functions of 
the American Institute of Banking is to 
educate those engaged in banking to the 
point where the hanking business will 
be conducted in a manner and on a 
plane which will warrant unquestioned 
public confidence, and when that time 
arrives I believe we shall no longer 
have cause to worry about the threat 
of governmental operation or even un- 
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due governmental interference in bank- 
ing. 


Making Officers Out of Bank Clerks 


Passing from these broad aspects of 
banking and concerning ourselves more 
with banking as it applies to the con- 
fines of our own institutions, one of the 
most important functions of the insti- 
tute is to make bank officers out of bank 
clerks. I think we should proceed on 
the theory that every person who enters 
the banking business as a clerk does so 
with the hope of eventually becoming a 
bank officer, and if any of us are aware 
that we have persons in our employ 
whose ambition does not lead them to 
that height, I believe that it is our duty 
to have them sever their connection 
with our institutions as promptly as 
possible. I like to think of the old- 
fashioned American conception that 
anyone employed as an office boy has 
the opportunity to some day become 
the head of the business, and I am glad 
that principle has long held good in 
banking, as is evidenced by the large 
number of men who have risen to be- 
come heads of banking institutions after 
having begun at the very bottom. 


There used to be a school of thought 
which held that bank clerks do not 
make good bank officers, for the reason 
that their training as bank clerks does 
not usually make them good business 
men. If this is true in any case, we 
can be sure that it is either due to lack 
of natural ability on the part of the 
subject, which should be discovered 
early in his business career and his con- 
nection with the institution terminated, 
or poor management in the bank, which 
fails to give its employes the proper 
banking and business experience and 
does not insist that they become edu- 
cated in banking. We all know that 
the vast majority of successful bank 
officers began their banking careers as 
bank clerks, practically all of them at 
the very bottom, and we can always 
point to them as living examples of bank 
clerks who have “made good” as offi- 
cers, and as proof of the fallacy of any 
theory that bank clerks do not make 
good bank officers. 

To my mind the training of the In- 


stitute is vitally essential in qualifying 
bank clerks for official positions, for 
we must remember that more than the 
ability to master the details of books 
and records and the mechanized and 
routine practices of banking is neces- 
sary in order to make a capable and 
efficient bank officer. We should not 
only guard against bank clerks perform- 
ing their duties in a perfunctory and 
routine manner but we should also see 
to it that they have a thorough under- 
standing of the work which is passing 
through their hands, and we should re- 
quire them to diligently pursue the 
courses of the Institute as a further 
step toward enabling them to do so. 
It has frequently been said that there 
is some kind of a chasm or barrier be- 
tween being a good bank clerk and a 
successful bank officer, and in many 
cases this has proven to be true, but I 
am of the opinion that the number of 
failures of bank clerks as bank officers 
will be reduced to the minimum 
through participating in the activities of 
the Institute, for unless I am a poor 
judge of human nature, any man worthy 


of being a clerk in a bank, who ac- 
tively participates in the activities of 


the Institute, faithfully pursues its 
courses and serves on its committees 
and in official positions, and in that 
environment makes contacts with men 
of his chosen profession, receives an 
education and gains inspiration and ex- 
perience which can not fail to benefit 
him as a clerk and make him more 
available as a probable future bank 
officer. 


What we always need in the banking 
business is a personnel, both official 
and otherwise, which has a thorough 
and practical up-to-date understanding 
of banking, and to educate bank men 
and women to this standard is the pri- 
mary purpose of the Institute. Officers 
of banks can open their doors to those 
who desire to enter the field of bank- 
ing and can give them opportunities to 
carry on from day to day the many 
phases of the practical operation of a 
bank, but it is only through a proper 
understanding of the meaning of the 
activities in which they are engaged 
that these persons can become bankers; 
and, provided that they have the will 
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GENERAL MOTORS ACCEPTANCE CORPORATION 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 

and heating equip- GEN] 
ment; GMC trucks; 


OM MOI ee 


foreign made automotive vehicles. 
The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 
In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 

RAL and institutions, in 
convenient maturities 


BEDFORD, VAUX- and denominations at 
INSTALMENT a 
HALL, OPEL, BLITZ— PLAN current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - 


and determination to make bankers out 
of themselves, the Institute can step in 
and give them the academic training 
which is necessary to educate them in 
their chosen profession. 


© 


ANNUAL MEETING BANK OF 
MONTREAL 


AN impressive record of strength and 
of expanding business in keeping with 
the marked improvement of trade and 
commerce throughout the Dominion 
during the past year was presented at 
the 120th annual meeting of the Bank 
of Montreal held in Montreal last 
month. The balance sheet showed that 
for the year ending October 30 assets 
had increased $24,500,000 to a total of 
$829,600,000; deposits by the public 
$28,000,000 to a total of $681,000,000; 
current loans in Canada $23,200,000 to 
a total of $182,500,000, and net profits 
by $226,827 to a total of $3,408,328; 


BRANCHES IN PRINCIPAL CITIES 


while the readily available assets 
amount to no less than 79.58 per cent. 
of liabilities to the public. 

Sir Charles Gordon, G.B.E., the presi- 
dent, declared that the statement was 
the strongest that had been presented 
during the ten years in which he had 
been president, adding that every con- 
tingency had been explored and pro- 
vided for, with a view to maintaining 
the position so long held by the in- 
stitution in the very front rank of the 
banks of this continent. 


The bank, through its 520 branches, 
carries on business in every part of the 
Dominion and Sir Charles, in viewing 
business conditions over the wide area 
in which the bank operates, said that 
these had much improved and were a 
happy contrast with the conditions of 
but two years ago. The one really 
serious handicap was in those portions 
of the Prairie Provinces where drought 
caused total or partial failure of the 
crops. 
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Invest in Improved 


.. « PUBLIC RELATIONS 


No matter whether your bank is new or old, large or small, its 
success in the last analysis depends upon the good will and friend- 
liness of the people of your community. . . . Here is a book 


which covers in detail the art of ‘public relations’’—the technique 
of presenting your bank and its services in a favorable light. 


The author of this 
book spent three years 
reviewing everything 
that has ever been 
written on the subject 
of bank advertising, 
selling or merchandis- 
ing methods. 


This book is not only 
a condensation of his 
own views and expe- 
rience in this field but 
it also reflects the best 
thought of many other 
practical authorities. 


MERCHANDISING 


for Banks, Trust Companies and 
Investment Houses 


By L. D. MEREDITH 


HIS book discusses not just bank adver- 

tising, or selling banking services, but 
the whole “merchandising process."" The 
author believes that bank services may be 
“‘marketed”” on just as scientific a basis as 
manufactured products and that bankers 
should take just as much pains to analyze 
every step in the process which includes the 
four elements of merchandising, namely, 
market analysis, advertising, selling and 
publicity. 

Financial institutions offer a wide variety 
of services and these services interest the 
consumer for a wide variety of reasons 
demanding many different kinds of ‘“‘ap- 
peals."” Between the producer, the bank or 
investment house, and the consumer there 
exists a wide gap which must be bridged. - 
This means devoting careful and intelligent 
attention to the tastes of the consumers and 
to the methods by which the message of 
the offering institution may be conveyed to 
customers and prospects. 

This book doesn’t discuss means of get- 
ting “new business’” by ballyhoo methods 
only to find that the business thus secured 
costs far more than it was worth. But it 
does show how banks can analyze their 
merchandising problems, decrease their sell- 
ing costs and maintain the good will and 
good understanding of their present cus- 
tomers and future prospects. 

We would be glad to send this book on 
approval without obligation to any bank or 
banker in the United States. 


Price $5.00 delivered. 


BANKERS PUBLISHING COMPANY 


465 MAIN STREET 
CAMBRIDGE, MASS. 
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Has Federal deposit 
insurance strengthened 
the banking system ? 


By Leo T. CRowLey 


Chairman, Federal Deposit Insurance Corporation 


“Deposit insurance, by lulling depositors 
into a sense of false security will encour- 
age bad and irresponsible banking. De- 
posit insurance is no substitute for good 
banking.” 


O those statements have a familiar 
ring? In them are summarized 
the chief objections put forth by 

bankers and others at the time Federal 
insurance of deposits was proposed. 
What validity do they retain after four 
years of practical operations by the 
FDIC? Fhe constant aim of the cor- 
poration’s management has been cer- 
tainly not to substitute deposit insur- 
ance for good banking, but rather to 
build through deposit insurance for a 
stronger banking system than the coun- 
try ever has had. I believe we are 
succeeding. Let’s look at the record 
and see if you agree. 

First of all, what task was set the 
Federal Deposit Insurance Corporation? 
Briefly, we were charged to protect the 
depositors of insured banks from loss. 
Losses suffered by bank depositors in 
years gone by reached staggering pro- 
portions. Of the $9,000,000,000 of de- 
posits in the 16,800 banks which closed 
in this country between 1921 and 1933, 
more than $3,000,000,000 have not yet 
been recovered by depositors. More 
than 1100 banks, with deposits of 
$654,000,000, suspended in _ Illinois 
during this period. It is estimated that 
$220,000,000 of these deposits have 
never been repaid to depositors. An 
additional $50,000,000 were poured into 
Illinois banks which did remain open 
or reorganize, in the form of stock as- 
sessments, contributions, or deposit 
waivers. An end to this wholesale dis- 
sipation of wealth was imperative. Fed- 
eral deposit insurance was conceived 
and enacted by Congress as the most 


likely means of ending losses to de- 
positors. 

To make possible execution of its 
assignment the Federal Deposit Insur- 
ance Corporation was given certain re- 
sources and certain powers of supervi- 
sion over insured banks. An_ initial 
capital of $289,000,000, subscribed by 
the United States Treasury and the 
twelve Federal Reserve banks, and a 


In this article which is based 
on an address made at the Third 
Annual Conference on Banking 
of the University of Illinois, 
Chairman Crowley of _ the 
F. D. I. C. sets forth the ways 
in which he believes Federal 
deposit insurance has added 
strength and stability to the 
banking system as a whole. 


regular income from assessment upon 
the deposits of insured banks were pro- 
vided to enable the Corporation to re- 
imburse depositors in insured banks 
which it was found necessary or desir- 
able to close. The Corporation’s super- 
visory powers are designed to reduce 
the claims on our resources arising 
through insured bank failures. These 
powers fall into three broad classes: 
first, control of the admission of banks 
to insurance; second, supervision of the 
activities and practices of insured in- 
stitutions; and third, power to termi- 
nate the insured status of banks found 
to be violating law or consistently in- 
dulging in unsafe and unsound prac- 
tices. 

We must look for the answer to those 
objections to Federal deposit insurance 
I cited earlier in the uses made by the 
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Corporation of these tools during its 
first four years of existence. From the 
beginning of deposit insurance to Octo- 
ber 31, 1937, 160 insolvent insured 
banks were placed in receivership or 
merged with the aid of loans by the 
Corporation. The 254,000 depositors 
in these banks, whose deposits totaled 
$66,993,000, were protected to the ex- 
tent of $63,460,000, or more than 90 
per cent. of their claims, by insurance, 
offset, pledge of security, preferment, or 
through loans and purchases of assets 
by the Corporation. All but 587, or 
less than one-half of 1 per cent. of the 
depositors in the suspended banks, were 
fully protected against loss; Of the 
160 banks, 112 with deposits of $33,- 
155,000 were placed in receivership and 
48, with deposits of $33,838,000 were 
merged with other banks with the aid 
of loans and purchases of assets by the 
Corporation amounting to $15,909,000. 

Should the loss record of the last few 
decades recur, however, neither the 
Corporation nor the banks could bear 
the outlay that insurance of deposits 
would involve. Consequently, the Cor- 
poration is directing its most earnest 


efforts along the likeliest route to suc- 


cessful deposit insurance. That route 
is a long, uphill climb directed toward 
building and maintaining a strong, well 
managed banking system, capable of 
withstanding adverse turns of the busi- 
ness wheel and sound enough to keep 
losses at an irreducible minimum. It 
is hoped that intelligent exercise of its 
supervisory powers by the Corporation, 
with the codperation and understanding 
of bankers, will give this country a 
strong banking system and will give to 
depositors the protection and sense of 
security they deserve, but have seldom 
had. 


Chartering of Banks 
While the FDIC has no direct con- 


trol over the chartering of banks, it 
does have power to pass upon the ad- 
mission of banks to insurance. In ef- 
fect, this power discourages the organ- 
ization of banks which cannot qualify 
for insurance. The directors of the 
Federal Deposit Insurance Corporation 
are convinced that careless and indis- 
criminate chartering policies contributed 


to the losses suffered by depositors in 
past years. We therefore are deter- 
mined to approve for insurance only 
institutions which can be justified on 
the basis of real need, ‘which. have 
reasonable earnings prospects, which 
are adequately ‘capitalized. for: their 
probable volume of business, and 
which are to be managed by men of 
proven ability. 


I believe there is general agreement 
that the Corporation’s supervision of 
the activities of insured banks has been 
constructive, and that banking practices, 
standards, and management. are im- 
proving, due in part, at least, to our 
supervisory and educational efforts. It 
has been our aim constantly to ap- 
proach the problems of individual in- 
stitutions sympathetically and with a 
real desire to work out whatever diffi- 


culties may be encountered to the best- 


advantage of both depositors and pro- 
prietors. Charges that our examiners 
are unduly severe are heard from time 
to time, but almost without exception 
investigation has disclosed that the com- 
plaints came from banks which most 
needed thorough scrutiny and construc- 
tive help. Thinking bankers every- 
where realize that if the Corporation is 
to help build a strong banking system 
it must occasionally injure the feelings 
of individuals; but they realize also 
that no question of personalities-is in- 
volved. The Corporation’s interest in 
sound and safe banking requires fre- 
quently that it controvert the established 
habits and fetishes of individual bank- 
ers. Building for a strong banking 
system implies that policies must 
transcend even the factitious barriers of 
class and geographic location. 


It has fortunately been necessary for 
the Corporation to use its power to ter- 
minate a bank’s insured status in only 
a very limited number of cases. Most 
insured banks promptly correct objec- 
tionable practices which are brought to 
their attention by the Corporation’s ex- 
aminers. In obstinate cases the inter- 
vention of the state or national super- 
visory authority has generally sufficed 
to hasten corrective action. The power 
of expulsion. is essential, however, if 
the Corporation is to protect both it- 
self and well managed insured banks 
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BEARINGS 


ee Bus 
= ii, S REGULARLY as the rise of the sun, 
x¢ ship’s officers get their bearings, 


calculate their exact position, check their course. 
In a sense, every well-regulated bank does likewise. 

At the end of each day, every penny is accounted 
for and every dollar owned or owed is determined. 
The science of doing this is called accountancy. 
The statement of findings is called the Balance 
Sheet. 

Below is our current statement. It is a brief of 
the elaborate ones which we calculate every day. 
It is published here so that all may see and know 
our position. 


Statement of Condition, December 51, 1957 
RESOURCES 


Cash on Hand and in Banks $33,542,324.77 
U. S. Government Securities and Ilome 

Owners’ Loan Bonds 15,553,228.90 

State, County and Municipal Securities ........ 28,179,533.18 

Other Investment Securities 20,433,09 1.63 

23,096,828.78 

6,067,313.02 

3,182,298.72 


$130,054,619.00 


Capital Stock $6,700,000.00 

15,000,000.00 
Undivided Profits 2,100,525.39 
Reserve for Contingencies 1,132,805.57 
Reserve for Interest and Taxes 755,152.26 
Other Liabilities 220,624.22 
Deposits 104, 145,511.56 


$130,054,619.00 


United States Government obligations and other securities carried at $14,865,303.65 in the above statement 
are pledged to secure Government, State and Municipal deposits and for fiduciary purposes 
as required by law, and to secure Clearing House exchanges. 


WILLIAM P. GEST MARSHALL S. MORGAN J. CALVIN WALLACE 
Chairman of the Board President Treasurer 


FIDELITY-PHILADELPHIA TRUST COMPANY 


135 South Broad Street 325 Chestnut Street 6324 Woodland Avenue 


MEMBER FEDERAL RESERVE SYSTEM ¢ MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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from the losses which follow unre- 
strained indulgence in unsafe and un- 
sound practices. 

The record to date, then, shows little 
to support the contention that deposit 
insurance has encouraged bad and ir- 
responsible banking. On the contrary, 
four years of deposit insurance have 
convinced me that in the Corporation 
bankers have an actual and a :potential 
force for good which, with their co- 
operation, can do more than,ever has 
been done to give the United States a 
strong banking system. 

Lest I seem too enthusiastic and op- 
timistic, let me say immediately that I 
recognize the unusual circumstances 
surrounding the Corporation’s first few 
years, and that I..am aware that our 
efforts and the efforts of bankers must 
continue or even increase along many 
lines if the objective we hope for is to 
materialize. Federal deposit insurance 
was inaugurated immediately after the 
purge of the banking system which 
culminated in the banking holiday of 
1933. Insured banks have benefited 


greatly since that time as a result of 
rising prices, and increased on 


and trade. In military parlance, it is 
imperative that we consolidate our 
gains as we progress, building defenses 
upon which we can rely for the pro- 
tection of those gains, should the need 
arise. 


Another Era of Over-expansion 
Unlikely 


Several factors have combined dur- 
ing the past several years to reduce the 
likelihood of another rapid over-expan- 
sion of banking facilities such as oc- 
curred during and after the World War. 
Nearly every state supervisor of bank- 
ing has acquired discretionary author- 
ity over the issuance of new charters 
in his jurisdiction. Higher requirements 
for beginning capital and the prolonged 
scarcity of dividend payments on bank 
stocks have lessened the incentive for 
opportunists to promote new institu- 
tions. As conditions improve, however, 
and as the business of banking again 
becomes profitable, it is only reason- 
able to assume that there will be an in- 
creasing demand for the issuance of 


new charters. It is incumbent upon the 
Corporation and upon bankers to make 
certain that accessions to that demand 
stay within the bounds of reason. 


I do not endorse an arbitrary ap- 
proach to charter applications. There 
is no doubt that some communities, 
now bankless, could support and should 
have banks. On the other hand many 
communities, even today, have more 
banks than they can support. I pro- 


‘*The traditional conservatism 
of bankers has made them the 
butt of many jokes, and occasion- 
ally even of the wrath of 
some irresponsible applicants for 
credit. Let us not doubt for a 
minute, though, that this con- 
servatism is precisely what the 
vast majority of bank customers 
look for and admire and trust. 
A joke or two and the displeasure 
of a few are infinitely to be pre- 
ferred to shame and disgrace and 
the distrust of a whole commu- 
nity. And be not deluded. The 
inevitable consequences of specu- 
lation with depositors’ funds and 
similar abuses of trust are shame 
and disgrace and the distrust of 
your community—distrust not of 
yourself alone, unfortunately, 
but of the whole banking - sys- 
tem.’’ 


pose merely that action upon charter 
applications shall be taken only after 
a thorough investigation of the ade- 
quacy of existing banking facilities, and 
that changes in the banking structure, 
whatever their nature, shall be ap- 
proached carefully. The issuance of 
new charters should occupy a place on 
the program of bank supervisors quite 
subordinate to their efforts to strengthen 
and make profitable the institutions al- 
ready in existence. In many cases 
there are alternative solutions to the 
problem of bankless towns which would 
work to the advantage of all concerned. 
Frequently, existing banks can _ be 
moved to neighboring towns where bet- 
ter earnings prospects improve their 
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chances to succeed. Moves of this sort 
have a double advantage: they provide 
service for the bankless towns, and they 
rescue institutions that are drifting into 
insolvency. In other cases, the plans 
of paying and receiving stations or 
part-time offices now in force in several 
states might prove to be the proper so- 
lution to the problem of bankless towns. 
Whatever the solution, let care and 
reason prevail, let concessions to po- 
litical and personal expediency be taboo 
in this important respect, and let us 
avoid a repetition of the excesses which 
precipitated our recent collapse. 


Increase in Competitive Institutions 


Characteristic of our times has been 
the mushroom growth of thrift and loan 
institutions other than banks. I shall 
not attempt to guess to what extent vol- 
untary or involuntary curtailment. of 
their thrift and credit facilities by 
banks led to the outcropping of build- 
ing and loan associations, codperative 
banks, credit unions, and similar insti- 
tutions. I am concerned not so much 
by the competitive threat which these 
organizations present to the banking 
system; it is rather the fact that their 
organization and operations are largely 
unregulated which disturbs me. Formu- 
lation and execution of effective finan- 
cial and banking policies is difficult 
when any considerable portion of the 
country’s private financial transactions 
are carried on outside the field of bank- 
ing regulation. I believe, therefore, 
that immediate steps should be taken 
to correlate with the supervision of 
banks both the chartering and the su- 
pervision of these miscellaneous insti- 
tutions. 

There unfortunately always will be 
in every profession some few individ- 
uals who, either through ignorance or 
for selfish ends, abuse their positions 
of trust and so bring disrepute upon 
the whole profession. Good bankers 
must assume responsibility for instruct- 
ing the ignorant members of their fra- 
ternity and for drumming out of the 
profession the unscrupulous few. 

Improvement of banking practices 
cannot gain full momentum until we 
have awakened in every banker a keen 


awareness of his responsibilities as 
manager of an institution of loan and 
investment. For various reasons there 


-has been a tendency among bankers 


recently to seek profits through specu- 
lative transactions. It should hardly 
be necessary to point out again the im- 
possibility of reconciling speculation 
with sound banking. Needless to say, 
the Corporation cannot and will not 
tolerate any attempt by insured banks 
to accumulate profits at the sacrifice of 
safety for depositors. 

The traditional conservatism of bank- 
ers has made them the butt of many 
jokes, and occasionally even of the 
wrath of some irresponsible applicants 
for credit. Let us not doubt for a min- 
ute, though, that this conservatism is 
precisely what the vast majority of 
bank customers look for and admire 
and trust. A joke or two and the dis- 
pleasure of a few are infinitely to be 
preferred to shame and disgrace and 
the distrust of a whole community. And 
be not deluded. The inevitable conse- 
quences of speculation with depositors’ 
funds and similar abuses of trust are 
shame and disgrace and the distrust of 
your community—distrust not of your- 
self alone, unfortunately, but of the 
whole banking system. 


There is another tendency shown by 
many bankers which I cannot condone. 
This tendency was given expression 
during the discussion following one of 
my recent addresses. “How, Mr. Crow- 
ley,” said a banker, “do you expect us 
to do justice by the farmers in our com- 
munity when your examiners are con- 
tinually criticizing our extensions of 
credit? Don’t they realize that our 
country has had drought and no crops 
for five years now? Our farmers not 
only can’t pay their old debts; they 
need new advances to enable them to 
carry on until they do hit a crop.” 
Here, plainly, there was need for re- 
stating the order of a banker’s respon- 
sibilities: first, to his depositors, second, 
to his stockholders, and third, to his 
borrowers. This banker not only had 
completely forgotten the first two 
groups, he had a grotesque idea of what 
constituted service to his borrowers. 
Can it be called service when a banker 
loans upon the security of a farmer’s 


THE BANKERS MAGAZINE for January, 1938 33 





only team of horses and forecloses 
when things become tight? Is it serv- 
ice in any sense for a banker to loan 
during good times without making pro- 
vision for amortization of the loan, so 
that when bad times roll around he 
must either pyramid his extension of 
credit or wipe out the borrower, usually 
not without loss to the bank? I say 
that every banker would do well to 
keep constantly in mind the true order 
of his responsibilities and to define 
those responsibilities in terms that 
weigh carefully the best interests of his 
customers and his bank. 


I have spoken in previous addresses 
of the importance the Corporation at- 
taches to the current elimination of 
losses and depreciation by insured 
banks. Maintenance of a constantly 
clean institution must be a primary con- 
cern of every banker. I also have dis- 
cussed the unsoundness of paying un- 
earned dividends, and the necessity for 
retaining as reserves profits realized 
from the sale of assets at a price greater 
than cost. These factors are innately 


important as individual banking, prin- 
ciples, but their principal importance 


arises from their influence upon the 
sound capital position of insured banks. 


It is imperative that each insured 
bank maintain a sound capital sufficient 
to absorb shocks to which it may be 
subjected. Experience has shown that 
ability to meet deposit withdrawals 
which arise in the normal course of 
business is not sufficient for most banks. 
Frequently unexpected shrinkages in 
community incomes precipitate ex- 
traordinary withdrawals. It is rarely 
possible for bankers to forecast at what 
time they will be forced by these emer- 
gency demands to liquidate some of 
their holdings. My points, therefore, 
are: first, that a bank’s capital cushion 
should be ample to protect it through 
the ordinary contingencies of the busi- 
ness cycle; and second, that bankers 
should not confuse that fickle concept, 
liquidity, with an adequate capital 
structure—liquidity may supplement, 
but never replace, an adequate capital. 

It seems to me, too, that a movement 
of private capital into the country’s 
banks is long past-due. Increased local 
participation seems called for not only 


in cases where additional capital is 
needed to build an adequate ratio, but 
also to replace large blocks of the pre- 
ferred capital sold to the RFC during 
the period of reconstruction. RFC aid 
was necessary and welcome in a time 
of emergency when it was impossible 
to obtain needed capital locally. Con- 
tinuous Government participation in 
ownership of the country’s banks, how- 
ever, is quite inconsistent with the 
theory and practice of private capital- 
ism. Independent unit banking is 


**It seems to me, too, that a 
movement of private capital into 
the country’s banks is long past- 
due. Increased local participa- 
tion seems called for not only 
in cases where additional capital 
is needed to build an adequate 
ratio, but also to replace large 
blocks of the preferred capital 
sold to the RFC during the 
period of reconstruction.’’ 


predicated upon the assumption’ that 
local problems can best be solved 
locally. Does it not follow that the 
greater the local participation in bank 
ownership, the broader that bank’s ap- 
peal to the community and the better 
its chances of enlisting the services of 
capable directors and officers? 

Most important of the steps I con- 
sider requisite for permanent strength- 
ening of our banking system is the de- 
velopment and enactment of a set of 
minimum operating standards which 
will apply to all insured banks. I can 
hear already the horrified cries that 
will arise to greet this proposal, based 
on the charge that the Corporation is 
attempting to usurp states’ rights. In 
anticipation of this criticism, may I say 
that we have no such intention. The 
Corporation has worked satisfactorily 
and in close harmony with the several 
state departments of banking and we 
prefer to continue working on _ that 
basis. The loss records of the state 
systems have placed them on the defen- 
sive. There can be no doubt that the 
disparate ‘aims and controls of the vari- 
ous state systems were largely respon- 
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sible for this record. The purpose of 
our proposal is to remedy the competi- 
tive disadvantage of state banks. 

Deposit insurance is essentially a 
mutual proposition, aimed at safety for 
depositors through the soundness of the 
whole banking system. Mutuality im- 
plies that all participants shall play 
according to the same rules. It is un- 
fair that banks in states with high 
standards and strict controls should 
have to pay for the mistakes and losses 
arising in banks in states with lax 
regulations. It is not right that sound, 
well managed banks should be called 
upon to bail out incompetent bankers 
and unjustifiable banks as a result of 
speculative losses and poor investments. 
If these inequities are to be remedied, 
the working program of the several 
classes of banks must be strengthened 
and placed on a basically uniform 
basis. 


Inequitable Assessments 


There are also inequitable features 
in the present plan of assessment upon 
insured banks for purposes of deposit 
insurance. At the present time the as- 
sessment bears no relation either to rela- 
tive risk or to concentration of risk in 
individual banks. If these inequities 
are to be remedied we must develop 
some reliable measure of risk. Further, 
any reduction in the total annual assess- 
ment payments by insured banks must 
await definite proof that banking stand- 
ards have improved, that the ability 
and integrity of bank managers are 
above suspicion, that supervisors are 
willing to enforce laws and _ policies 
consistently and courageously, and that 
the 15,000 banks of this country are 
working as a group, towards common 
ends, rather than as_ isolated indi- 


viduals. 
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NEW YEAR’S STATEMENT 
By ALFrep P. Stoan, Jr. 


To attempt to appraise the trend of 
American business as we enter 1938 
presents the normal difficulties of any 
forecast, although I believe the circum- 
stances this year are quite unusual in 
character and, in some respects, very 


clearly defined. 


Interested in 
banking books? 


Send for our complete 
catalogue 


Bankers Publishing Co. 


465 Main Street 
CAMBRIDGE, MASS. 


Here is the picture, as I see it: 


We are in a recession in fact—im- 
portant in both scope and magnitude. 
The situation may well develop into a 
depression, serious I believe more from 
the standpoint of duration than ampli- 
tude. There is no adequate justifica- 
tion for the situation in which we find 
ourselves. While certain economic 
policies are operating toward unbalanc- 
ing the national economy, demanding 
an accounting sooner or later, the proc- 
ess has not continued long enough to 
offset the normal forces of recovery. 
These forces should have continued in 
the ascendancy for a longer period. All 
that being the case, why has it hap- 
pened? Simply because of fear as to 
the future of American enterprise and 
the rules upon which it is to be con- 
ducted. In other words, our difficulties 
are political economic rather than 
purely economic. 


It seems to me that there is one 
remedy, and only one. Confidence 
must be reéstablished on a firm founda- 


‘tion by demonstrated fact and under- 


standing as to objectives and methods 
before American business can go for- 
ward with confidence. Expediency will 
delay the final accounting. Panaceas 
will accentuate the lack of confidence 
already existing. As to what is going 
to be done about it, I do not know. 

Certain it is, however, that only 
through a greater unity and a more ef- 
fectual codperation of all the elements 
involved, on sound economic lines, can 
a permanent basis for industrial 
progress be established. 
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You are at the top . 
stay there). 


. + (and want to 


Your combination of experience, human 
understanding and sound judgment have 
put you at the head of your field. 


And yet you must have moments like the 
rest of us when you wonder if you are right 
in making a certain decision; when you 
could use the experience of men in other 
banks and other cities, who have gone 
through comparable situations and ought 
to know the answers. 


There must be times when you would 
like a quick glance at what other capable 
men have done to stimulate certain 
departments or to meet certain emergencies. 


There is one vehicle — and only one — 
for bringing this comparative experience 
and information to you: The Financial 
Advertisers Association. And so—though 
we granted at the outset that you are the 
best bank public relations man in America 
—it is well worth your while to join with 
others in your field, to build up better 
public relations for banks. We suspect, 
from the recognition which some of our 
members have won, that you are already a 
member of F. A. A. But if not, let this be 
your invitation. 


If, by any chance, you are merely the 
second best public relations man in 
American banking, that is all the more 
reason, of course, for you to join. 


PRESTON E. REED, Executive Vice-President 


FINANCIAL ADVERTISERS ASSOCIATION 


231 South La Salle Street, Chicago, Illinois 
* 
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INSTALLMENT CREDIT 


Recently adopted conservative policies 


should reduce losses ... . 


By Witrorp L. WHITE 


Chief, Marketing Research Division, Bureau of Foreign 


PON approaching this subject, one 
is first impressed with the mass 
of opinions and the lack of facts. 

Last year, it is estimated, installment 
sales by retailers approximated 7 per 
cent. of our national income, yet the 
statistical data about the general aspects 
of the subject could all be written on 
one sheet of letter-sized typewriter 
paper, with practically all of the figures 
nothing more than estimates. 

Unnecessary attention was directed 
toward installment selling this past 
spring largely because of the lack of 
facts. One presumably responsible 
periodical stated that sales of this char- 
acter were 9 billions, half again as 
much as in 1929. One well-known 
forecaster estimated between 121% and 
13 billions as late as last May. Before 
the interest subsided, the amount had 
increased to 15 billions, and yet when 
an estimate which was prepared by the 
Marketing Research Division of the 
Bureau of Foreign and Domestic Com- 
merce and which has been widely ac- 
cepted, the figure had dropped to less 
than one-third of this amount. 


Situation Prior to 1937 


For 1929, the Bureau of the Census 
estimated that the total volume of in- 
stallment credit extended by reporting 
retailers was 6.5 billions of dollars. 
The same Bureau, as of 1935, found that 
the total had fallen to 3.6 billions of 
dollars, as reported by the retailers 
themselves. The Bureau of Foreign and 
Domestic Commerce again estimated 
that installment credit sales of retailers 
in 1936 rose to 4.5 billions. 

For a small sample of credit grant- 
ing stores, 1935 total sales in dollars 


and Domestic Commerce 


increased 8 per cent. over the 1934 fig- 
ure. Cash sales, however, increased 3 
per cent., open credit sales 9, while 
installment sales increased 19 per cent. 
over the same period. 


For a slightly larger group of similar 
retail stores, total sales increased 15 
per cent. from 1935 to 1936. During 
this period, cash sales increased 11 per 
cent., open credit sales increased 15 per 
cent., but installment sales moved up 
25 per cent. In these figures we find 
evidence that this type of retail busi- 
ness is increasing faster than either of 
the other two and increased at a faster 
tempo during 1936 than during 1935. 


Resolutions on Terms 


With the realization that this rate of 
increase for installment sales was high, 
and stimulated no doubt by the thought- 
less and careless guessing on the total 
volume of installment sales, business 
men through their trade associations be- 
gan this last summer to pass resolu- 
tions urging their members to shorten 
the length of their time payment con- 
tracts and increase the down payments. 
Among these were the National Retail 
Credit Association, National Association 
of Credit Men, National Retail Dry 
Goods Association, and the National 
Retail Furniture Association. 


Following this action by these trade 
associations, retail credit men in a num- 
ber of cities got together and adopted 
a policy, plan, or agreement for carry- 
ing out the resolutions. The plans for 
three cities, Los Angeles, Chicago, and 
St. Louis, have come to my attention. 
These refer to the length of terms, 
amount of down payment or minimum 
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monthly payment, and what can and 
cannot be advertised. 

The resolutions passed by these lead- 
ing trade associations, recommending 
a more conservative policy upon their 
members, were converted .into action, 
beginning late this summer when large 
and small sales finance companies, 
banks,. and groups of retailers them- 
selves announced shorter terms and 
larger down payments. This action 
represents one excellent example of 
self-regulation by business. Too often 
talk about self-regulation has not been 
accompanied by action. In this in- 
stance, however, to the best of my 
knowledge, there was no pressure on 
these business concerns except their 
own better judgment. That can be said 
to their credit. 

This action, taken late this summer 
and early this fall, was initiated with- 
out any general realization that we were 
sliding into a recession which for a few 
industries has been very serious. Some 
have been so unkind as to say that part 
of the cause of the slump in auto- 
mobile sales, for example, has been the 
tightening of terms. 

At this time, it is impossible to speak 
with final authority as to either the 
causes or extent of the current move- 
ment of business, but I do feel that it 
is logical, based upon the facts before 
us, to say that it has not been caused 
or prolonged by the ultimate consumers 
staying out of the markets of this coun- 
try either with their cash or credit. 


Maintenance of Retail Sales 


Let us go back to June of 1936, when 
by the thirtieth of that month 960 mil- 
lions of adjusted service bonds had been 
redeemed for cash. How much of this 
money was immediately spent by veter- 
ans we do not know, but a substantial 
proportion of it no doubt reached the 
retailers of merchandise and services 
during the next seven or eight months. 
Retail sales for the entire year of 1936 
were estimated by the Bureau of Foreign 
and Domestic Commerce to be 14 per 
cent. higher than for 1935. 

With retail sales in a limited number 
of states available on a monthly basis 


for 1935, 1936, and the first 10 months 
of 1937, for department, jewelry, furn- 
niture stores, and automobile agencies, 
it is significant to compare the trends. 
In comparing the dollar sales of 1936 
quarter by quarter with those of 1935, 
the increases for the last two quarters 
were both greater than for either of the 
first two. For furniture and automo- 
hbiles, the second quarter of 1936 showed 
the greatest rate of increase, but the 
entire second half year was better than 
the first half year in either 1935 or 
1936. In other words, the second half 
of 1936 was much better than the first 
half, partly because of the bonus money, 
and on the whole was a very satisfac- 
tory period of retail sales. 

In contrasting 1937 (ten months 
only) with 1936, practically the op- 
posite is true. With the exception of 
automobile dealers, the third quarter 
average rate of increase for 1937 is 
consistently lower than for either of the 
other two quarters. With the same ex- 
ception the October rate of increase is 
lower than that for any other preced- 
ing month. 

How much our declining rate of in- 
creased retail sales this fall has been 
due to unusually good sales last fall, 
I cannot say, but it seems true that 
much of it can be so attributed. No- 
vember sales this year have been rather 
consistently reported as disappointing. 
Last year, however, the similar rate of 
increase over November sales of 1935 
was also disappointing. With more 
data we may come to the conclusion 
that November, like certain early 
months in the year, is not normally a 
good retail sales month, compared with 
September, October and December. 


These figures tend to confirm what 
has been said elsewhere and are the 
basis for the statement by the Secretary 
of Commerce that: 


While there is some variance in reports 
by regions as well as by commodities usu- 
ally featured on holiday shopping lists, the 
general average points to more satisfactory 
business than last year, although the volume 
is expected to fall about 15 per cent. below 
the 1929 level . . . improvement in agricul- 
tural income to a point fully as high as last 
year largely offsets the recent decline in 
payrolls and will help rural purchases par- 
ticularly. 
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If this line of reasoning is correct, 
we have the unusual situation of a re- 
cession in business which has now 
lasted—as measured by the week-to- 
week decline in steel production—for 
twelve weeks (Dec. 15, 1937). The 
New York Times Weekly Index of Busi- 
ness Activity has declined from 110 to 
86 over a period of fifteen weeks. Yet 
retail sales in not only the above four 
but in all lines combined in December 
will probably equal those of December, 
1936, a very satisfactory month. Recog- 
nizing that conditions are spotty geo- 
graphically as well as by industries, 
this recession so far should be called 
the Business Man’s depression because 
it is not materially reflected yet in our 
national purchasing power. 


Recession and Installment Credit 


Sales policies change from season to 
season. Those which are considered 
sound when business is dull or slowly 
improving are not necessarily those 
which bring in cleaner business when 
conditions are booming or have started 
sliding off. It has been said that long 
terms and small down payments are 
justified at times like 1932, and that 
shorter terms and larger down payments 
are also wise at times like those which 
we faced this summer. 


This simple concept is based upon 
the fact that when business is sliding 
off, installment credit sales drop faster 
than either open credit sales or cash 
sales and that cash sales decline rela- 
tively the least. The facts bear out the 
idea that the installment buyer is more 
conservative during these times than 
either the consumer buying on thirty 
days’ credit or for cash. As business 
evens off or starts up, in order to tempt 
those out who have purchasing power, 
longer terms and smaller down pay- 
ments are good merchandising instru- 
ments, assuming of course that the 
business man at all times uses good 
judgment and does not go from one 
extreme to another. 


The practical question is, however, 
what has been the effect of the current 
recession upon the volume of install- 
ment sales, and what of the immediate 
future? Keeping in mind that both 
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retail sales in general and specifically 
those of department, jewelry, and fur- 
niture stores and automobile agencies 
will probably close 1937 with December 
sales still ahead of 1936, there is no 
reason to expect great declines in in- 
stallment volume by January. 

The volume of installment sales for 
1937 will no doubt be greater than that 
for 1936 (4.5 billions, estimated) but 
the rate of increase should not be 
as great as 25 per cent., the figure for 
1936. The Bureau estimated 1936 re- 
tail sales to be 14 per cent. greater than 
the total for 1935. This year our es- 
timates for 1937 will show a substan- 
tial increase over the figure for 1936. 
Installment sales will share in this in- 
creased volume. 

Should this depression of the busi- 
ness men spread farther into wage 
earning classes and thus greatly re- 
duce purchasing power, the volume of 
retail sales will fall and bring down 
with it installment sales. The out- 
standing volume debt would show 
greater proportionate decline than the 
volume of open account credit out- 
standing because, under such conditions, 
installment sales decline more rapidly 
than either open credit or cash sales. 
During such a period of uncertainty, 
strict terms are essential. When the 
outlook brightens, however, and _busi- 
ness begins to pick up, it would not only 
be natural but wise to ease off on the 
terms. As Secretary Roper said a few 
months ago in Chicago: 


Credit policies that are too conservative 
to serve all legitimate needs can be as harm- 
ful to individual and general progress as 
those which prompt an excessive flow on 
the basis of inflated or fictitious values. 
The credit man should guard against either 
extreme and thus become a balancing force 
for discouraging unnecessary restriction on 
the one hand and curbing speculative ac- 
tivities on the other. 


Regulation and Installment Credit 


In addition to action by trade asso- 
ciations, another method of bringing 
about an adjustment of terms is being 
tried in Virginia, where at the request 
of the Commissioner of Insurance and 
Banking, “bankers and managers of in- 
dustrial loan associations in this state 
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(Virginia) were called together . . . to 
consider the question of setting up 
standards and policies for the handling 
of installment finance paper. A com- 
mittee was appointed and has made a 
report to the main group. The report 
with amendments has been adopted, and 
is expected by this office to be followed 
by the institutions which we supervise. 
. .. Farther on in this same release: 
“It is to be understood that each bank 
will abide by these standards and that 
the banks will expect the Banking De- 
partment, in its examinations, to look 
upon any terms in excess of these stand- 
ards as being unsound practices—after 
December 15, 1937.” The statement 
closes with: “It is to be hoped that the 
above recommendations will also be 
followed by national banks and all the 
nationally operating finance companies 
as well as local finance companies do- 
ing business in Virginia, although it is 
recognized that this office has no juris- 
diction over these latter classes.” The 
object of this action, according to the 
Commissioner, is “to make sure that the 
loans which are carried by the banks 
are safe and sound.” 

In this same release, the Commission 
lists a conservative and extreme mini- 
mum down payment and a conservative 
and extreme maximum number of 
months for thirteen items, starting with 
new automobiles and ending with 
vacuum cleaners. Taking mechanical 
refrigerators as an example, the con- 
servative down payment is given as 20 
per cent.; extreme—10 per cent. The 
maximum number of months on a con- 
servative basis is listed as 24; extreme 


—36. 


A trade association secretary, located 
in Virginia, writes: “Immediately upon 
this move I had a meeting of all my 

. . members that sell this type of 
equipment and they joined in and the 
agreement is working to my knowledge 
entirely satisfactorily.” 

But, in my opinion, business itself 
should regulate itself—if it is given 
adequate facts, it will. Today, business 
is more dynamic than ever before. 
Changes take place overnight. Mo- 
bility is necessary in the field of in- 
stallment selling as in many others if 
operators are to adjust themselves 


properly to such changes as those which 
took place early this fall. 


Installment Terms Tightening 


In quoting terms for any individual 
product, it must be kept in mind that 
even the same dealer will not adhere 
to one set. While current terms for 
new automobiles seem to be 18 months, 
with a down payment of one third, 
paper is reported being taken by sales 
finance houses for 24 months in a few 
instances. In this trade, the tightening 
has come primarily in the reduction of 
the number of months acceptable from 
24 to 18. 

In the furniture field, where install- 
ment selling is an old and tried method 
of selling, the consensus of opinion 
available to me in the preparation of 
this material is that the number of 
months on the longer paper has been 
reduced from 18 to 12 and that down 
payments are a little higher. Because 
of the experience of these dealers, it 
is only fair to remind you that con- 
sumers probably receive more _ indi- 
vidual treatment here than elsewhere 
and that they are getting more indi- 
vidual treatment than they did six 
months ago. 


In the case of jewelry, another trade 
in which installment credit has been 
long granted in large amounts, the total 
volume is increasing rapidly, largely 
because many well-established houses 
are going into the installment business 
for the first time. Opinions as to the 
trend of terms in this trade vary be- 
cause the old line installment houses 
appear to be following the trends found 
in other fields while the new installment 
houses appear to be extending their 
terms and actually decreasing their 
down payments. 


In the case of household electrical 
appliances there has been a definite 
shortening of terms and increasing of 
down payments. Whereas common 
terms a year ago were 36 months, today 
they are 24 and 30. Because of the 
variety of products handled in this 
group and the variety of outlets which 
handle them, there are probably no 
typical terms. It is evident, however, 
that for the list item by item, there has 
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been a general shortening of terms. It 
was in this field that no down payment 
thrived a year ago. While there are 
still instances of this policy, a minimum 
down payment of 5 or 10 per cent. is 
sought: and some down payment is 
usually obtained. 

One field of installment selling which 
has attracted a great deal of attention 
during the past six months has been 
that of soft merchandise, such as cloth- 
ing, dry goods, bed and table linen. It 
has always been my contention that this 
special concern has been unwarranted 
not only because this type of installment 
sale has been made for a long time but 
because any so-called budget plan is 
not spread over more than, say ten 
weeks or five months, depending upon 
individual store policy. During the 
past year, department and other stores 
handling this character of merchandise 
have adopted this type of sales promo- 
tion, with the result that the total 
amount ‘has, no doubt, increased. It 
is doubtful, however, that the volume 
has* increased much, if any, among 
those stores which handled this type of 
credit a year ago. 


Summary 


In my opinion, a summary of the 
present installment credit situation 
might be as follows: The volume of 
installment sales is greater in 1937 than 
in 1936, but the rate of increase is 
lower. During 1937, terms have been 
shortened and down payments have been 
generally increased. Although there 
has been a significant recession in gen- 
eral business activity, total monthly re- 
tail sales appear to be running slightly 
ahead of a year ago for the nation as 
a whole. If unemployment spreads 
much further, however, these sales will 
decline, and in such a case, experience 
shows that installment sales will decline 
more rapidly than either open credit or 
cash sales. The more conservative in- 
stallment policies of retailers, sales 
finance houses, and banks which were 
adopted late in the summer or early in 
the fall should reduce losses to buyers 
and sellers alike to a minimum. Be- 
fore the close of another year, the Bu- 


Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 
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reau of Foreign and Domestic Com- 
merce will be in a position to replace 
estimates concerning installment credit 
with facts, thus insuring a better under- 
standing of problems both within and 
without this very significant field of 
business operations. 


10} 


KEEP COOL AND QUIET 


Economists to the number of one 
thousand were asked by The Christian 
Science Monitor to give their views on 
the probability of the present recession 
being as severe as that of 1929-32, what 
is most needed in regaining the trend 
to recovery, and how this principal 
need can best be attained. Answering 
the last question, Professor F. W. 
Taussig said: 

“Keep cool and quiet all around— 
business men in their operations, the 
press in its headlines, the Government 
in its legislation and administration.” 
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National Bank of Costa Rica 


HE law constituting the National 

Bank of Costa Rica is referred to 

by the Review, published by that 
institution, as being essentially one of 
the most peculiar and interesting in the 
world. To see how well this is borne 
out may be learned from a translation 
from the Spanish of some of the lead- 
ing provisions of the new law. 


The bank is now divided into three 
parts—emission, mortgages and com- 
mercial. With some limitations, and 
within the country’s monetary system, 
the department of emission also acts as 
a central reserve bank; the mortgage 
department’s functions are indicated by 
its title, while the commercial depart- 
ment has all the powers which the laws 
permit to commercial banks. 

These departments, while reciprocal, 
are independent, each constituting in 
itself a true bank. 


Nomination of the council of direc- 
tors is made by the Government, sub- 
ject to provisions of law insuring inde- 
pendence, and the managers and 
assistant managers are named by the 
directors. The Government will have 
no interference in the internal func- 
tioning of the bank, which is absolutely 
responsible to the board of directors, 
who are not removable except in case 
of legal or physical disability. 

The capital of the bank is ten mil- 
lion colons, contributed by the state. 


As the result of these provisions of 
law, the National Bank of Costa Rica 
is a bank of the state, but administered 
by an autonomous board of directors, 
who enjoy unrestricted independence in 
the bank’s internal administration. 


Sole right of note emission rests with 
the bank, the state as well as other in- 
stitutions and persons being excluded 
from exercising this privilege. Notes 
are to be issued to buy foreign ex- 
change and gold, and for rediscounts 


to commercial banks of commercial and 
agricultural documents of short date, 
well guaranteed and liquid. 

Buying of gold and exchange is not 
for the purpose of forming a metallic 
or exchange fund for guaranteeing the 
circulation, but simply to regulate, 
within certain limits, the market for 
foreign moneys in the country, dis- 
tributing offering and demand in order 
to avoid the marked fluctuations, due to 
different seasons, in the supply and de- 
mand of foreign funds. The policy of 
a fixed exchange is discarded, and for 
it a prudent regulation is substituted, 
designed to prevent speculation and to 
assure to agriculture and commerce ex- 
emption from happenings in world 
economy affecting the price of gold and 
foreign exchange. 

The commercial department is pro- 
hibited from making consumption 


loans, such as signify mere expense 
lacking the character of reproduction. 


But the bank is to have an agricultural 
and industrial section, whose funds are 
derived from bonds issued by the mort- 
gage department and maturing in not 
less than three years nor more than five 
years. In the report from which this 
account is obtained, these bonds are 
described as being in reality certificates 
of deposit, though this term as com- 
monly used hardly seems applicable. 
For accounting purposes the emission 
of these bonds will be in charge of the 
mortgage department, but their utiliza- 
tion as a means of credit extended to 
agriculture and industry will be car- 
ried on by the commercial department. 

Besides. these provisions relating to 
the National Bank of Costa Rica, the 
country has had in operation during 
the past year a new banking law, un- 
der which the organization and opera- 
tion of the banks is carefully regulated 
and supervised by a banking superin- 
tendent. 
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THE BANK’S BOND ACCOUNT 


Its relationship to capital funds, deposits, 
loans and discounts, and real estate .... 


By Russe.u G. SmitTH 


Vice-President and Cashier, Bank of America, N. T. § S. A., 


LL of us are familiar with the con- 
ditions which have operated dur- 
ing the past several years to 
make the investment program a more 
and more important part of banking 
management. This emergence of bond 
investments into a predominant position 
among bank earning assets has brought 
with it a host of problems which are 
perplexing indeed to those responsible 
for the proper conversion of bank 
funds. 

We all realize that our bond invest- 
ment policies must always be condi- 
tioned upon the general policies of the 
bank. Just as the basic management 
policies of every bank must be predi- 
cated upon the conditions obtaining in 
its sphere of operations, so also must 
its investment policy be formed to serve 
its special needs. It is for this reason 
that any bank investment principles 
which appear to be indicated should be 
regarded more as flexible guiding lines 
than as a restrictive influence upon the 
freedom of action which may be made 
necessary by a bank’s individual prob- 
lems. 

In practically all banks the bond ac- 
count, viewed as a whole, serves three 
distinct purposes. One portion pro- 
vides a secondary reserve, another 
serves as a strictly investment medium 
for a part of the bank’s funds and still 
another portion serves as required se- 
curity behind public deposits of vari- 
ous kinds. Thus the bond account of 
a bank is in reality three accounts, with 
the make-up of each depending upon 
the deposit composition of the bank 


Based on an address before the Clearing- 
house Round Table Conference at the Bos- 
ton Convention of the A. B. A. 


San Francisco, Calif. 


and upon the other factors which affect 
investment policy. 


The Reserve Accounts and the 
Investment Accounts 


In considering the requirements for 
these accounts we must be careful to 
keep clear in our minds the essential 
differences between our secondary re- 
serve account and our investment ac- 
count. As the primary purpose of the 
secondary reserve is to provide for 
quick mobilization of funds in time of 
need, it naturally follows that this ac- 
count should contain only short-term 
issues of unquestioned credit standing 
and with a high degree of liquidity. 
Absolute safety and accessibility of 
principal is the prime consideration in 
this account and the question of yield 
must be relegated definitely to second 
place. The wisdom of adhering rigidly 
to this policy stands out most clearly 
in times of stress when markets are thin 
and when forced liquidation of most 
classes of securities is accompanied by 
substantial sacrifices of principal. 

The investment account on the other 
hand has as its primary function the 
profitable employment of a portion of 
the bank’s funds. Here our objective 
is to obtain as good an interest return 
as possible without sacrificing essential 
safety of principal. Ready liquidity, 
while important, is not so compelling 
a consideration as it is in the case of 
the secondary reserve issues. It is in 
this account that a bank has an oppor- 
tunity to pick and choose, to secure a 
wider diversification of credit risks 
than is obtainable locally, and to re- 
inforce the earning power of the bank 
by wise selection of earning assets’ not 
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subject to the same influences as local 
loans and discounts. 

Of that portion of the bond account 
which serves as security for public, 
postal and United States Government 
deposits little need be said, as the 
statutory requirements covering such 
deposits leave relatively little choice 
in the investment of such funds. While 
there is no question that the securities 
held as collateral to public deposits of 
various kinds are for all practical pur- 
poses a part of the investment account, 
it is nevertheless helpful to give these 
requirements separate consideration 
when making up the investment ac- 
count. However, for the purposes of 
our discussion we shall consider the 
bond investment account to include all 
securities of investment character not 
specifically segregated as part of the 
secondary reserves. 


Purposes of Capital Funds 


The capital funds of a bank have a 
twofold purpose. They must first pro- 
vide the bank with its working tools, 
such as a bank building, furniture and 
fixtures, etc., and when these needs have 
been filled there must remain a suff- 
cient amount of free capital funds to 
provide an adequate margin of safety 
for depositors’ funds and to absorb 
such losses as it may be necessary to 
take from time to time. The bond in- 
vestment account should be considered 
in relation to these “net” capital funds, 
or, in other words, to that portion of 
the bank’s capital not invested in fixed 
assets. 

It has been well said that as the 
margin of capital to deposits narrows, 
the more conservative must be the re- 
lationship of the bond investment ac- 
count to capital funds. There is no 
question of the soundness of this view, 
but it must also be remembered that 
this requirement applies with equal 
force to loans and discounts as well. 
Net capital funds provide the cushion 
for losses of all kinds and experience 
has shown that loans and discounts 
contribute more in the way of losses 
than do bond investments. In this con- 
nection, it is interesting to note that 
in the recent booklet on investment 
standards and procedure published by 


the Bank Management Commission of 
the A. B. A., the statement is made that 
a bank’s bond investment — account 
should not exceed two and one-half 
times net capital funds. This recom- 
mendation, and a worthy one it is, in 
theory, is based upon the experience 
of the past depression, when bonds 
listed on the New York Stock Exchange 
showed an average discount from par 
of 40 per cent. in February of 1932. 
From the viewpoint of safety alone 
there is no question of the merit of 
this position. However, its practicabil- 
ity as,a general policy is open to ques- 
tion. If rigidly adhered to, it would 
greatly restrict the earnings possibil- 
ities of banks having little loan demand, 
and in many instances would result in 
a serious over-abundance of non-earn- 
ing funds. Then too, the view often 
expressed that a large bond account is 
likely to subject a bank to losses 
through changes in interest rates is sub- 
ject to over-emphasis. After all, that 
is no more than a normal hazard of 
the banking business and bankers must 
train themselves to hedge against it by 
the timing of purchases and sales and 
judicious selection of maturities. 


Market Quotations As a Basis of 
Value 


Another point to be considered in 
this connection is the practice of valu- 
ing bonds in banks and judging capital 
position on the basis of market quota- 


tions. I feel confident that many will 
agree with me when I venture the opin- 
ion that this is all wrong. To subject 
the capital position of the nation’s 
banks to the unpredictable hazards of 
daily bond market valuation is neither 
sound nor fair. A bank’s loan port- 
folio is not valued in this way but rather 
is judged according to the credit posi- 
tion of the borrower. There seems no 
valid reason why bank bond accounts 
should not be judged in like manner. 
In valuing a bank bond account em- 
phasis should be placed upon the credit 
standing of the issuing companies and 
upon the values pledged behind the 
bonds. 

If the securities making up a bank’s 
bond account can stand this test in sat- 
isfactory fashion, it is manifestly un- 
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NATIONAL BANK 
OF DETROIT 


Statement of Condition, December 31, 1937 


RESOURCES 


Cash on Hand and Due from 


Other Banks ... $148,695,638.57 
United States Government Obli- 


gations, direct and/or weed 


@uerenteed . 3. 6. 6 198,000,658.55 
Other Securities . . 4 11,248,698.84 


Stock in Federal Reserve Bank ° 750,000.00 
Loans and Discounts a Se. <s 66,311,852.62 
Real Estate Mortgages . . . 9,154,556.27 
Overdrafts ie 48,698.44 
Real Estate (24 Branch Bank 


uildings) . . . ow 795,483.84 
Accrued IncomeReceivable—Net S 882,887.99 


Customers’ Liability Account of 
Acceptances and Letters of 
Creme... 6 os eee = 1,760,197.43 
TOTAL RESOURCES . Gi eh Shee oe $437,648,672.55 


LIABILITIES 
Deposits: 
Commercial, Bank and Savings $358,482,665.46 
U. S& Government. .. . -« 9,176,503.77 
Treasurer—State of Michigan 11,289,410.43 
Other Public Deposits et 26,657,245.08 405,605,824.74 
Capital Account: 
Preferred Stock (Paidin) . 10,000,000.00 
Common Stock 
(Paid in $5,000,000.00— 
Earned $2,500,000.00). . 7,500,000.00 
Surplus (Paid in $5,000,000.00 
—Earned $2,500,000.00) . 7,500,000.00 
Undivided Profits (Paid in 
$2,500,000.00—Earned 
$1,496,052.57) §. 3 « « 3,946,932.57 28,946,932.57 
Reserve for Common Stock Dividend No. 7, pay- 
able February 1, 1938 ei, i Beet ce, 375,000.00 


PE Sa ee fa A eh we eee 960,717.81 


Our Liability Account of Acceptances and Letters 
CEES oe ar Se Se wl ee eee 1,760,197.43 


TOTAL LIABILITIES ... . . - «+ $437,648,672.55 


United States Government Securities carried at $34,850,000.00 
in the foregoing statement are pledged to secure public and 
trust deposits and for other purposes required by law. 


> —$ 


Member Federal Deposit Insurance Corporation 
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fair to regard the bank’s capital posi- 
tion as being impaired simply because 
market conditions reduce the quoted 
value of the portfolio sufficiently to 
create a technical insolvency. 


On the basis of market values thou- 
sands of banks were undoubtedly in- 
solvent during the depression, but these 
banks are sound today because the 
credit position of the bonds in their 
portfolio was sound. These bonds 
either paid out in full at maturity or 
recovered to their proper market status 
with the return of confidence. On the 
other hand, bonds of a poor credit rat- 
ing did not recover, but instead be- 
came worse, finally defaulted and 
caused losses. In the interests of effi- 
cient and sound banking practice, banks 
should be permitted to maintain a 
stable investment position, with the 
Federal Reserve bank standing by to 
buy or to lend against bonds in the 
event abnormal depositor demands 
make it necessary for the banks to raise 
funds. 

Investment policy as much as loan 
policy should be geared to avoid losses 
from poor credit judgment in the se- 


lection of bonds and to prevent a frozen 
condition of the bond account by a 
proper selection of maturities to fit 


known and estimated needs. In judg- 
ing the proper relationship of the bond 
investment account to net capital funds 
it is well to regard it as consisting of 
unmatured loans with a varying degree 
of credit risk and to consider your 
loans and discounts in conjunction with 
the bond account in determining the re- 
lationship of these assets to capital 


funds. 

In order properly to consider the re- 
lationship of the investment account to 
deposits it is necessary at the outset to 
make a thorough study of the deposit 
composition of the bank. The make-up 
of total deposits should be investigated 
thoroughly and the special character- 
istics of each class of deposits should 
be taken into consideration. Not only 
must the special requirements of de- 
mand, savings, time, public, postal sav- 
ings, United States Government, other 


bank deposits and cashier’s check funds 
be provided for, but the size and dis- 
tribution of accounts should also re- 
ceive attention. After a detailed and 
thorough study of deposit composition 
has been made and a proper distribu- 
tion of assets to each class of deposits 
decided upon, allowance must also be 
made for the practical difficulty of ob- 
taining at all times an ideal distribu- 
tion of assets. Allowance must be made 
for taking up the slack in certain de- 
sired classifications when assets belong- 
ing in that category are not available. 
For example, if it is decided that 10 
per cent. of demand deposits should be 
invested in bankers’ acceptances and 
commercial paper and a scarcity of this 
highly desirable asset makes it impos- 
sible to fill the allotment, provision 
must be made for investing the unused 
portion in an earning asset of similar 
investment character. 

No study of deposits is complete un- 
less proper consideration is given to 
the effect of seasonal and cyclical 
changes upon the area served by your 
bank and upon your various classes of 
depositors. In this connection, special 
attention should be given to the dis- 
tribution of your deposits by size of 
accounts. Unusually large accounts 
must in most instances be regarded ‘as 
possible sources of unexpected de- 
mands. The long-term trend of each 
deposit classification should be charted 
and studied closely in order to deter- 
mine as nearly as possible the maxi- 
mum and minimum points of each clas- 
sification. Such a study is valuable in 
that it serves to indicate with fair ac- 
curacy what may be expected in the 
way of deposit demand in each classifi- 
cation and at each period of the year. 

In basing future expectancy on past 
performance of your deposits, allow- 
ance may be made for the excellent 
stabilizing influence of the Federal De- 
posit Insurance Corporation on _ the 
probable demands of depositors in- 
cluded under its provisions. As a fac- 
tor of depositor confidence in time of 
stress it will unquestionably be a tower 
of strength to the nation’s banking 
structure. 
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“THINK AND GROW RICH”? 


A review of a recently published book with that title 


By Etmer H. YouncMan 


HE above is the title of a book by 

Napoleon Hill, published by The 

Ralston Society, Meriden, Connecti- 
cut. It is “for men and women who 
resent poverty,” and its money-making 
secret was disclosed to the author by 
Andrew Carnegie. While Mr. Hill 
recognizes that there are other higher 
aims in life than the making of money, 
it is to this special object that the book 
is devoted, as stated on page 256: “This 
book has been confined, exclusively, to 
instructing the reader how to transmute 
the definite purpose of desire for money 
into its monetary equivalent.” 

In the first place, if you are to be- 
come rich, you must have an intense 
desire for wealth, and a definite purpose 
for acquiring it. In order to transmute 
this desire into its financial equivalent, 
six definite practical steps are stated, 
including the fixing of the sum you ex- 
pect to have, what you intend to give 
in return, and a plan for carrying out 
your desire. 

Do not let anyone deceive you into 
believing that riches may be had in ex- 
change for hard work and honesty, for 
the author tells us: “If you are one of 
those who believe that hard work and 
honesty, alone, will bring riches, per- 
ish the thought! It is not true. Riches, 
when they come in quantities, are never 
the result of hard work.” 

Mr. Hill has put into this book the 
result of long and intelligent study of 
the qualities that lead to success in 
the acquirement of riches. Particularly 
valuable are his stories about well- 
known men whose success has been 
based upon the principles set forth in 
the book. He points out the mental at- 
titudes that make for success, and also 
those that hinder it. The chapter on 
“Faith” is especially instructive. 

But perhaps the most striking feature 
of the volume is that those who read 
it will be set to thinking. True enough, 


the author’s purpose is to have them 
think about getting rich; but a book 
that stimulates to any kind of thinking 
serves a most useful purpose, and as 
Dr. Johnson observed, the making of 
money is about the most innocent oc- 
cupation in which people can engage. 

Whether the reader’s great aim is to 
pile up riches or not, he will find this 
volume inspiring and helpful. The em- 
phasis laid on concentration and _per- 
severance, for example, is worthy of 
careful attention, whatever may be one’s 
ambition. Incidentally, it may be re- 
marked that the author’s ethical stand- 
ards are high and his economic prin- 
ciples sound. 

Whether in the pursuit of riches one 
could secure the codperation of the 
“master minds” whose help the author 
regards as essential, may be, for many 
people, a perplexing problem. With 
such assistance, the problem would cer- 
tainly be made less difficult. 

“Think and Grow Rich” is a taking 
title for a book, for it hits at once the 
universal desire. Think and grow wise, 
or just, would have had but little popu- 
lar. appeal. 

*% a 

Exception must be taken to this state-" 
ment, appearing on page 275: “Edgar 
Allen Poe wrote ‘The Raven’ while un- 
der the influence of liquor.” 

Edgar Allan Poe, showing how some 
of his own works were put together, 
says (“The Philosophy of Composi- 
tion’’): 

“I select ‘The Raven’ as most gener- 
ally known. It is my design to render 
it manifest that no one point in its com- 
position is referable either to accident 
or intuition; that the work proceeded, 
step by step, to its completion with the 
precision and rigid consequence of a 
mathematical problem.” 

He then proceeds to analyze each of 
these steps. The mechanical character 
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WILFRED MY LAD. IF YoU WILL BoT 
WORK. DILIGENTLY, BE NCNEST AND 
FAITHFUC AND ALWAYS SPEND YS 
LESS THAN YOU Earn 
You WILL WIN 
Success 


YES 


HE'S PuBuc 
ENEMY NO.1 
You ARE SUMMONED To APPEAR 5 
AND DEFEND SWRSEWF.aGANsT THE CHARGE VAN A 
OF BEING SUCCESSFUL AND SHOW CAUSE 
WHY YOU SHOULD NOT FORFE:T THE 
RESPECT OF THE COMMUANTY 
AND THE RIGHT To RUAN 


VYouUR BUSINESS 


CONOMIC 


3 pussia DIDI 
Kz Sten SUCHA 
apne abel 


e 
{ 


¥eED Si 
~ Apres GGEN — 


Copyright, 1937, New York Tribune Inc. 


WHY GROW RICH ANYWAY? 


Reproduced with the permission of the New York Herald-Tribune. 





of the poem bears out this analysis, and 


definition of “success.” One thing is 
there is no trace of liquor in it. 
* * * 


plain enough: to succeed, in the more 
restricted sense of the term, is not ex- 


Essentially, this volume is one of 
many telling how one may succeed in 
this or that. It would clarify the sub- 
ject could one have a more accurate 


actly to be a success, in the broad ap- 
plication of that term. The man who 
sets out to rob a bank, and does so, 
succeeds in that enterprise, but his suc- 
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cess in life would depend upon forever 
succeeding in eluding the punitive 
powers. 

Men are regarded as successful who 
have accomplished their major aims 
in life. These aims are diverse; some 
thirst for fame, others want riches. But 
whatever these aims may be, their ac- 
complishment spells success. 

Heretofore, conspicuously successful 
men have been chary of telling how they 
got ahead; or, if they tried to tell, 
they generally repeated rather plati- 
tudinous phrases. But from vapid coun- 
sels of this nature Mr. Hill’s book is 


entirely free. 
* 


Probably, in some instances at least, 
those who have failed in the race of life 
may point out the winning road. Cardi- 
nal Wolsey, in Shakespeare’s King 
Henry VIII, speaking at the time of 
his downfall, used these memorable 
words, speaking to his _ secretary, 
Thomas Cromwell: 


“Let’s dry our eyes; and thus far hear 
me, Cromwell; 
And—when I am forgotten, as I shall 
be; 
And sleep in dull, cold marble, where 
no mention 
Of me more must be heard of—say, 
I taught thee; 
Say, Wolsey—that once trod the ways 
of glory, 
And sounded all the depths and shoals 
of honor— 
Found thee a way, out of his wreck, 
to rise in; 
A sure and safe one, though thy master 
missed it.” 


“Cromwell, I charge thee fling away 
ambition; 

By that sin fell the angels; how can 
man, then, 

The image of his Maker, hope to win 
by ’t? 

Love thyself last; cherish those hearts 
that hate thee; 

Corruption wins 
honesty ; 

Still in thy right hand carry gentle 
peace, 


not more than 


To silence envious tongues. 
and fear not; 

Let all the ends thou aim’st at be thy 
country’s, 

Thy God’s and truth’s; then if thou 
fall’st, O Cromwell, 

Thou fall’st a blessed martyr.” 


Be just, 


* * * 


So that the bankers may see that the 
author has not overlooked them, here 
is what is said about them at page 160: 

“The banking business is undergoing 
a reform. The leaders in this field have 
almost entirely lost the confidence of 
the public. Already the bankers have 
sensed the need of reform, and they 
have begun it.” 

Let this statement not deter any 
banker from reading “Think and Grow 
Rich,” for he will find—if his goal be 
riches—much sound instruction as to 
means for reaching it. And to all who 
wish help in the building of a depend- 
able character, this volume is recom- 


mended. 
© 


AS TO PRIMING THE PUMP 


For five years we have witnessed one 
of the most extraordinary perform- 
ances in history: Five years of constant 
so-called “pump priming,” combined 
with five years of constant pump 
smashing. Did a farmer ever try to 
get water out of a pump by priming 
it with one hand and smashing it with 
the other? 


Five years of experiment have taught 
us that to get water out of a pump the 
pump must first be made workable. 
No amount of priming will get water 
out of a broken pump, but unfortu- 
nately the industrial pump can do what 
the old well pump can never do—it 
can cure itself if it is just left prac- 
tically alone. 


Stop throwing monkey wrenches into 
the machinery and watch the pump 
work. Continue to threaten, harass and 
intimidate industry, and no amount of 
financial pump priming, will ever 
bring recovery.—Orval W. Adams. 
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This bank promotes old customers 
to introduce new accounts 


OCATED in the manufacturing sec- 
tion of Chicago’s south side, the 
District National Bank has recently 

started its second promotion of the year 
to add new depositors to its Chex-ac- 
count. The five cents for each transac- 
tion with no minimum balance is the 
plan used and a great deal of the bank- 
ing is done by mail with the deposit 
envelope type of mailing. 

So successful was the award plan in- 
troduced early in the year, that it was 
decided recently to capitalize on the 
need of extra money for Christmas and 
launch a second promotion, in the 
nature of a Christmas offer. The com- 
plete list of depositors was circularized 
with a letter explaining the plan. Here 
is how it works: 

$1.00 is paid to each depositor for 
the first new account introduced; 

$1.10 is paid to each depositor for 
the second new account introduced; 

$1.20 for the third and on up until 
the maximum award reached $3.00. 

For every account thereafter this 
maximum award is allowed. In this 


By SHIRLEY WARE 


way ten new accounts pay the intro- 
ducer $14.50, twenty-four pay $51.00. 
Since the offer is open to every de- 
positor, it is not difficult for the present 
old account to induce a friend or ac- 
quaintance to open their own account 
because by so doing, they are privileged 
to enter the drive for new customers, 
also. 

So as to overcome any resistance to 
the plan a provision is made that it is 
not necessary to bring the new depositor 
to the bank—the new account can be 
opened by mail. All that is necessary 
is for the introducer to sign his namé 
to the introductory card and state how 
long he has known the person he is 
recommending for a new customer. This 
card is included with the new custom- 
er’s deposit. 

A supply of introductory cards ac- 
companies each solicitation letter and 
the old account is asked to call for 
more if needed. The progressive award 


AN INTRODUCTORY CARD MUST ACCOMPANY EACH NEW ACCOUNT 


THE DISTRICT NATIONAL BANK OF CHICAGO 
Member Federal Deposit Insurance Corporation 


1110 West 35th Street - 


Chicago, Illinois - 


Boulevard 2600 


CHRISTMAS 
OFFER 
1937 


THIS WILL INTRODUCE 


Address. 
Whom I have known for. 


and can recommend as a desirable New ‘‘Pay-by-Chex”’ depositor. 


Signed 


Chex Acct. No. 


(Subject to Christmas Offer Rules—1937) 


Introduction card used in contest to secure new ‘“Pay-by-Chex” customers. 
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Live wisely and well in Florida. . . at a Collier 
Hotel. Live wisely because you enjoy down-to- 
earth rates, based on the efficiencies of Florida’s 
largest hotel system. Live well because Collier 
Hotels boast of fine cuisine, facilities and com- 
forts that distinguish America’s first rank 
resorts. Located in some of Florida’s most 
desirable vacation regions, apart from the 
costly, overcrowded centers . . . with the best 
of bathing, golf and fishing. 


Hotel Manatee River 
Bradenton 

Hotel Sarasota Terrace 
Sarasota 

Charlotte Harbor Hotel 

Punta Gorda 
Hotel Tampa Terrace 
Tam 
Hotel Floridan 

Tampa 


Useppa Inn 
Useppa Island 
Gasparilla Inn 
Boca Grande 
Everglades Inn 
Everglades 
Rod and Gun Club 
Everglades 


Hotel Dixie Court Hotel Royal Worth 
West Palm Beach West Palm Beach 


Hotel L: akeland Terrace, Lakeland 


RATES depending on hotel 
American Plan $6, $7, $10 and up. 
European Plan $2.50, $3.50, $4 and up. 


Apply to TRAVEL AGENT, individual managers 
or 745 Fifth Ave. ELdorado 5-6700, N. Y. C. 


COLLIER FLORIDA COAST HOTELS 


makes it possible for the individual to 
earn a substantial reward for his efforts 
and a chain of new accounts is the re- 
sult with nothing to end it excepting 
the time limit of the promotion, which 
dated about two months from the time 
the solicited customer received the an- 


nouncement. 


On the basis of receiving ten accounts 
from one customer, which of course 
would be a high average, the new ac- 
count would have to produce twenty- 
nine transactions at five cents each to 


Rasbes hotel 
GRANDE 


EPPA ISLAND ; 
Inn WEST PALM BEACHE: 


pay for itself. Counting deposits and 
checks issued, this could very easily pay 
itself off in one month or so. 

In addition to business derived for 
the Chex-account plan, there is of 
course great possibilities of other busi- 
ness from so large a customer list. It 
is a promotion that can be employed 
at least two or three times a year with- 
out wearing off the novelty and, since 
everyone can always use money for so 
little an effort as to induce their friends 
to open an account, it is timely at any 
month of the year. 
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Sound public relations require 
a sincere interest in the 
needs of your customers 


By WaLTER P. DEERING 


Assistant Cashier, National Bank of Commerce, Portland, Maine 


HOSE who have attended our 

American Bankers Association con- 

ventions have perhaps realized the 
importance that the last several presi- 
dents of the association have attached 
to the subject of a bank’s public rela- 
tions. Probably among bankers in gen- 
eral the last few years have seen more 
interest shown in this subject than ever 
before in banking history. 

The reason for this present keen in- 
terest is not far behind us. The bank- 
ing holiday, necessitated in large part 
by the loss of confidence of the public 
in the banks of this country, rudely 
awakened bankers to the realization 
that the respect and confidence of their 
depositors were necessary not only for 
continued growth, but even for life it- 
self. 

And even today we realize that there 
is not perfect confidence in our banks 
when our depositors question us as to 
whether their deposits are protected by 
the Federal Deposit Insurance Corpora- 
tion. The very fact that it has been 
considered necessary to protect deposi- 
tors through such an agency as the Fed- 
eral Deposit Insurance Corporation is a 
severe indictment of banking in the 
United States. Also that there is some 
degree of hoarding we understand. 
Probably each of us knows of one or 
more customers who have currency hid- 
den away in their safe deposit boxes. 

Last summer the fourteen-year-old 
son of a friend of mine had a job de- 
livering morning and evening papers 
to the cottagers around a lake upon the 
shores of which his father has a cot- 
tage. After the lad had saved up profits 
of about fifty dollars, his father urged 
him to open a savings account in a 
local bank. The boy, remembering an 
account of his in a closed bank, stated 


that he wasn’t going to risk his savings 
in another bank. It took considerable 
salesmanship by the father to convince 
the boy that he now could have con- 
fidence in the bank. 

Just what do we include in the field 
of public relations? Roughly we may 
divide public relations into two main 
divisions: first, the contact of the di- 
rectors, officers, and employes of a bank 
with the public in person, by letter, 
and over the telephone; second, con- 
tacts of the bank with the public 
through advertising whether it be 
through the use of radio, the news- 
papers, magazines, or other advertising 
media. 

As the second field is of relatively 
greater importance to the large metro- 
politan banks and is, moreover, a field 
full of controversy and disagreement as 
to methods, I shall not attempt to in- 
vade this field, but shall confine my~ 
attention to the first division of our 
subject. 

First of all, it is supremely necessary 
that each bank by its policies and its 
management deserves the respect and 
confidence of the public. Policies and 
management supplement each other. 
Without both sound policies and able 
management, to carry the sound poli- 
cies into effect, no bank deserves or can 
hold the respect and confidence of its 
community. With a sound bank, ably 
managed, carrying into effect sound 
policies you may in all honesty and 
sincerity invite and merit the confidence 
of the public. Without that confidence 
your bank cannot succeed. 

Some of you may have seen an ad- 
vertisement of the First National Bank 
of Boston at the time of the recent 
American Bankers Association conven- 
tion in Boston, which reads: 
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“In an historic letter dated January 6, 
1784, Thomas Willing, president of 
America’s first commercial bank, the 
Bank of North America, responded to 
an inquiry from Boston as to how best 
to establish a bank. It was addressed 
to Messrs. Wm. Phillips, Isaac Smith, 
Jonathan Mason, Thomas Russell, John 
Lowell, Stephen Higginson, who six 
months later opened the doors of the 
Massachusetts Bank. . . . Willing wrote: 

“When the Bank was first Opened 
here the Business was as much a Novelty 
to us, who undertook the management 
of it, as it can Possibly be to you. .. . 
It was a pathless wilderness. . . . Edu- 
cated as Merchants we resolved to pur- 
sue the Road we were best acquainted 
with. . . . We established our Books on 
a Simple Mercantile Plan. . . . The 
world is apt to Suppose a greater Mys- 
tery in this sort of Business, than there 
really is... but you may Proceed 
without fear, I am persuaded . . . to 
men of.your knowledge in Business, 
every difficulty will vanish . . . the 
only true and useful Secret is to conduct 
the Business as to acquire the fullest 
confidence of your fellow Citizens and 
Neighbors.” 

As Mr. Willing over one hundred 
and fifty years ago, at the birth of bank- 
ing in the United States, stressed the 
need of conducting a banking business 
in such manner as to acquire “the full- 
est confidence of your fellow Citizens 
and Neighbors,” so today we should 
bear in mind his advice and strive to 
receive and merit that confidence. 

A second essential for proper public 
relations can well be expressed by the 
words “Esprit de Corps.” Any attempt 
to improve the bank’s relations with the 
public must, of necessity, derive its 
power from its directors, its officers, 
and its employes. 

Robert Scott, director of safety for 
the Atlantic Coast Line Railroad Com- 
pany, recently said: 


“Safety is not something that will 
boil up from the bottom; if safety is to 
permeate the fibre of an organization 
it must percolate down from the top.” 


It is equally true that a proper at- 
titude of the personnel of a bank to- 
ward its customers cannot be expected 
to originate with the messengers and 


work up through the organization. The 
attitude of the clerks will be but a re- 
flection of the attitude of the officers. 

Unless those of your force coming 
into contact with the public daily within 
the bank have a sincere interest in the 
customers of the bank and in the in- 
terests and problems of the customers, 
your public relations program cannot 
develop its fullest possibilities. 


We have heard and seen stressed the 
need of service and the need of courtesy 
from the personnel of a bank to its cus- 
tomers. I would emphasize that lip 
service or advertised service will have 
but little weight with your customers 
unless the attitude of the personnel is 
correct. This is inevitable since what 
we do and how we do it counts so much 
more than what we say. Often, yes, 
usually, the spirit in which a service is 
rendered is as valuable as the service 
itself. 

The person having supervision of 
public relations is, therefore, entitled 
to interview applicants for positions 
with the bank. He is responsible for 
the development of improved public re- 
lations and should, therefore, have some 
voice in the selection of the personnel 
of the bank upon whom so much de- 
pends. It is essential that each person 
who comes into contact with the public 
in appearance, in habits, in tempera- 
ment, and in personality will not be 
negative or even neutral in public rela- 
tions, but a positive force promoting 
the welfare of the bank through its con- 
tacts. 

The officer in charge of personnel 
should have as his goal in public re- 
lations the realization by every person 
in his charge, who comes into contact 
with the public, of the need to render 
intelligent service, quickly given, with 
a cordial courtesy springing spontane- 
ously from a sincere interest in the cus- 
tomers. 


To attain this goal is possible only 
if each employe is satisfied that his in- 
terests are receiving the considerate at- 
tention of the management. An un- 
happy or dissatisfied clerk can never be 
fully successful as a builder of good- 
will for the bank. In so far as possible, 
then, the management of the bank must 
give careful thought to its personnel 
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relationship; it must be just and con- 
siderate in its treatment of its clerical 
staff; it must attempt to pay equitably 
and adequately; and it shoud make evi- 
dent its interest in and regard for its 
entire force. 

Public relations is a matter of mer- 
chandising. Now merchandising among 
other things requires a product desired 
by the public, properly manufactured, 
attractively packaged and displayed, 
and ably sold. Fortunately the bank’s 
product, money and credit, is not a 
luxury product subject to the variations 
and whims, the changes in fashion, or 
the habits of living of the public. It 
is a product desired at all times, a de- 
sire fluctuating in degree it is true, but 
nevertheless desired at all times by the 
public. 

It is important that the bank’s prod- 
uct be properly manufactured, that is, 
that the banker keep abreast with im- 
provements in the mechanics of bank- 
ing. The old pen and ink methods on 
ledgers, remittance letters, and cor- 
respondence would have little chance 
today in competition with the bookkeep- 
ing machines, the transit machines, and 
the typewriters. If volume handled 
would permit the pen and ink of years 
now gone, even then the impression 
created by machine records. with the 
public is in their favor. 

As merchandising today is devoting 
close attention to the packaging and 
display of a product it may be well for 
the banker to consider also the setting 
in which he works. Too often a bank’s 
rooms, beautiful though they may be, 
have created an atmosphere of austerity, 
of aloofness, even of unfriendliness. 

A few years ago, in the hey-day of 
the bank bandit, one of the banking 
magazines carried an article showing 
protective measures taken by a bank in 
the West. The tellers’ cages were com- 
pletely surrounded by high grille work 
and bullet-proof glass. The tops of the 
cages were covered by grille work. In- 
tricate devices prevented the insertion 
of guns through the windows; tear-gas 
equipment was installed; outside alarm 
gongs were ready to arouse the neigh- 
borhood; and high up overlooking all 
the floor was a boiler plate pill box with 
an expert marksman. What a suspicious, 


distrustful atmosphere with which to 
greet a legitimate customer. 

This is an extreme example of a set- 
ting adverse to the promotion of: public 
relations. It may be, however, that 
some comparatively inexpensive altera- 
tions of the cages, of the check count- 
ers, or the placing of comfortable chairs 
will aid in creating an air of cordialty, 
will help to extend an invitation to the 
public to enter and feel at ease. 

But, to my mind, of greater impor- 
tance is the salesmanship of the bank’s 
product. As that product is intangible, 
a higher degree of salesmanship is re- 
quired than is necessary in the selling 
of a product which can be seen and 
handled. I believe you will agree that 
even to bankers there is an element of 
mystery in money and credits, particu- 
larly when banks are operating under 
a so-called “planned economy.” How 
then can we expect the. public to be 
fully. acquainted with our product? 

Let us quote again from that his- 
toric letter written by Thomas Willing; 

“The world is apt to Suppose a 
greater Mystery in this sort of business, 
than there really is.” 


Then, as now, there was the need 
of education of the public in the me- 
chanics of banking and in the policies 
followed in the operation of banks. 
There can never be a feeling of com- 
plete ease or of confidence in anything 
containing an element of mystery: 
There is, therefore, the need to elimi- 
nate in so far as possible the element 
of mystery now existing in the mind of 
the public. And to that end it is neces- 
sary to train the official and clerical 
force who are the salesmen of the bank. 

Each person in a bank in his own 
particular social sphere is “the bank.” 
His opinions regarding banking and 
his knowledge of the bank and of its 
policies will have a direct influence in 
determining the attitude of his group 
toward the bank. To sell the bank 
properly your representatives should be 
trained. They should know the history 
of banking in general and of your bank 
in particular. They should have a work- 
ing knowledge of the soundness of your 
bank, of its functions, and of its poli- 
cies. They should be trained that there 
is *a time to speak and a time to be 
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silent. Informed and trained they will 
be able to talk with intelligence regard- 
ing banking procedure; they will be 
able to answer questions of banking 
routine; and they will understand the 
reasons for and fairness of banking 
policies. 

I would stress that it is highly im- 
portant that the bank management by 
careful selection, by thorough training, 
and by wise and considerate direction 
develop to a high degree the qualities 
of salesmanship in each one of its en- 
tire staff. 

We are all to some degree, some 
more, some less, creatures of habit. It 
is easy to continue to operate in a cer- 
tain way because we have for long so 
operated. It is as essential for the 
banker constantly to study his business 
as it is for the manufacturer or retailer. 
It is wise for the banker to question his 
methods of operation to discover large 
or small ways in which he can improve 
his service to the public. Unless you 
have continuously and actively sought 
ways in which to improve your care 
of the public, it will, I believe, surprise 
you to find the many ways in which 
you can better your public relations 
through improved floor service. 


Suggestions from the clerks often are 
of value. So constructive criticisms or 
suggestions should be invited and wel- 
comed. Any criticism or suggestion 
whether offered by a member of the 
staff or by a customer should receive 
thoughtful and honest consideration as 
in it may lie the opportunity for real 
improvement. 


Approximately twenty years ago one 
of the banks of my state instituted a 
service charge of very small amount. 
The manner in which the charge was 
inaugurated was about as horrid an ex- 
ample of violation of the precepts of 
public relations as could be found. 
Without any preparation of the public, 
without any explanation of the need of 
and justice in a service charge, the in- 
itial debits were passed to the accounts. 
A terrible furor resulted, not because 
of the size of the charge, but because 
of the manner in which it was insti- 
tuted. After a number of years of un- 


satisfactory experience the service 


charge was discontinued. 


Today a much higher service charge 
is in effect in that same community, in- 
augurated only after proper explanation 
to the public. Largely because of a 
campaign of education the substantially 
greater charge has been accepted with 
little disturbance and without loss of 
good-will. 

To us there are two important lessons 
to be gained from that bank’s experi- 
ence. First, no bank can successfully 
make a radical departure from a pre- 
viously accepted policy unless it has 
given very careful thought to the edu- 
cation of the public, to make certain 
that the public understands the purpose 
of the action and its fairness. And 
secondly, what may prove difficult or 
impossible for one bank alone to ac- 
complish, may be carried through to a 
successful conclusion by all of the banks 
of any given community acting in uni- 
son. United action and uniform poli- 
cies are essential to successful opera- 
tion. One bank unsound in its policies 
can, at least temporarily, nullify the 
constructive work and sound policies of 
the other banks of the same community. 

Let us refer again to our historic let- 
ter of Thomas Willing. You will re- 
member that the Massachusetts Bank 
had appealed to the Bank of North 
America for information as to the man- 
ner in which to proceed in establishing 
the new bank. That information was 
freely given. Friendly codperation was 
sought and was received. By such co- 
operative efforts working toward the 
same objectives, banks can accomplish 
much more and with infinitely greater 
ease than can any one bank working 
alone. 

Without a common understanding of 
our problems and a codperative spirit 
in their solution no bank alone can 
hope to accomplish its full purpose in 
its public relations program. With an 
active coéperation, each bank will bene- 
fit not only from its own efforts, but 
from the concerted efforts of the entire 
membership and may with reason an- 
ticipate harmony in its public relations. 
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INVESTMENT 


and FINANCE 


Edited by OSCAR LASDON 


The outlook for municipal bonds ---- 
The two sides of the picture 


EFORE we can appraise the out- 

look for municipal bonds it is 

necessary to recognize the fact that 
the market for these investment media is 
an integral part of the whole securities 
market. Municipal bonds cannot be 
viewed as a separate entity or as a dis- 
tinct class from other classes of invest- 
ments, such as Government bonds, in- 
dustrial, railroad and public utilities 
and other investments. Although each 
class of investment securities possesses 
its own characteristics, quite distinct 
from that of the other classes, all in- 
vestment obligations are affected by the 
one important factor—money conditions 
and credit rates. Municipal bonds are 
not only affected by the position of 
governmental finances and the state of 
local conditions underlying each par- 
ticular issue, but they are greatly in- 
fluenced by the trend of investment 
sentiment and money factors. We have 
witnessed in the past three years a pro- 
gressively improving status of local 
government finances and an easy money 
policy which has resulted in high bond 
prices and low yields for “municipals.” 
In spite of some readjustment in recent 
months, high bond prices and low 
yields have been relatively well main- 
tained. 

In order to appraise more accurately 
the outlook for municipal bonds, how- 
ever, let us examine the past behavior 
of these securities. It is pertinent to 
look into bond prices and yields in the 
past few years before we can examine 
the factors which are likely to affect the 
outlook for municipal bonds in the 
future. 


Highest Prices Reached in 1936 


Despite some improvement in munici- 
pal bond prices in the past few months, 


By Basi C. Ropes 


it is quite obvious that municipal secu- 
rities reached their best levels at the 
end of 1936. Correspondingly, the yield 
of municipal bonds as measured by the 
composite index of the Bond Buyer, 
representing the twenty best municipal 
issues, was the lowest at the end of 
1936. The index has been steadily 
climbing since 1932, with the exception 
of a brief interruption during the mid- 
dle of 1934, and a temporary readjust- 
ment in the fall of 1935. Conversely, 
yields continued to decline from 5.50 
per cent. at the beginning of 1933 to 
2.60 per cent. at the end of 1936. For 
a selected list of eleven first grade cities 
listed by the Bond Buyer, made up of 
St. Louis, Boston, Pittsburgh, Buffalo, 
Cincinnati, San Francisco, Los Angeles, 
Milwaukee, Kansas City (Mo.) and 
Minneapolis, the average yield was only 
2.40 per cent. at the end of 1936. In- 
dividual names, of course, vary consid- 
erably, and the actual yield for each 
issue (or the corresponding price) is 
dependent upon the status of finances of 
each entity, local conditions, state and 
local taxation, and bond maturities. 

It is interesting to note that there is 
no comparable previous period, consid- 
ering duration and extent, in which 
high bond prices and correspondingly 
low yields for municipal securities have 
been achieved. The only possible ex- 
ception may be cited as that of the early 
part of the present century, when a few 
individual issues reached a yield some- 
what comparable to that prevailing in 
the year 1936. The highest prices and 
lowest yields shown for any previous 
period was 3.25 per cent. on the aver- 
age for the composite index of the 
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Bond Buyer attained at the turn of the 
present century. 


Bond Prices Have Widely Fluctuated 


In the subsequent twenty years, the 
index continued to fall with a brief in- 
terruption between the years 1912 and 
1916, when interest rates hardened and 
yields increased; and during the year 
1917 when the Federal income tax was 
introduced, from which municipal 
bonds are totally exempt. In other 
words, from the early part of the present 
century to 1921, bond prices for “mu- 
nicipals” followed a downward trend, 
while yields correspondingly increased 
from 3.25 per cent. to 5.20 per cent. on 
the average. 

In the subsequent ten years, munici- 
pal bond prices fluctuated widely. The 
trend was reversed in 1921, and barring 
a brief interruption during 1923, the 
market for municipal securities con- 
tinued ta improve to the end of 1927, 
when the yield, as measured by the av- 
erage, declined to 3.90 per cent. The 
stock market boom in the following two 
years had an unfavorable effect upon 
bond values as interest rates rose 
sharply in response to a demand for 
credit to finance the growing specula- 
tion in the stock market. After the 
stock market collapse, municipal bond 
prices were strengthened and yields de- 
clined, as investment funds withdrawn 
from business enterprises found em- 
ployment in “municipals” which are 
expected normally to present a more 
stable record because the taxing power, 
upon which municipal credit depends, 
is more fundamental and secure. 


Sharp Drop in 1933 


In the years 1931 to 1933, develop- 
ments in the municipal bond field are 
well within the memory of everyone 
concerned with investments. Prices fell 
very rapidly along with the declining 
trend of other investment securities. 
The causes were many. Not only were 
bond prices affected by money and 
credit conditions, but the chief con- 
tributing factor during this period 
was unsatisfactory local government 
finances, attributable to high debts, 


poor tax collections, unbalanced 
budgets, and inability to negotiate 
short-term loans. Many municipalities, 
even including such cities as Toledo 
(Ohio) and Detroit (Michigan) were 
forced to suspend payments and to seek 
readjustment of their debts in order to 
avoid complete collapse and an actual 
bankruptcy. The average yield for the 
composite index of the Bond Buyer for 
the year 1933 fluctuated between 5.00 
per cent. and 5.60 per cent. Individual 
bond issues, however, fluctuated very 
widely. New York City bonds, for ex- 
ample, were sold at their low of 70, 
and Detroit at 50. 

The accompanying table presents the 
“vield basis” upon which a number of 
municipal bonds have fluctuated at vari- 
ous intervals. The “Yields” represent 
average yields for each year shown un- 
der comparison. 


COMPARATIVE YIELDS 


1902 1920 1926 
Per cent. Per cent. Per cent. 


2.40 
2.15 
2.52 
3.10 
2.25 
2.35 
3.00 
2.70 
2.65 


Boston 
Providence .... 


New York 


3.05 
3.12 
3.20 
3115 
3.25 


Milwaukee .... 
Minneapolis .. 
Memphis ......... 
Nashville 
Portland 


Where Is Business 
Going In 1938? 


HERE will it leave you 
next December? A clear 
picture of what to look for 
—definite, concise interpreta- 
tions of economic trends and 


prospects—is found in the 


annual 


Brookmire Forecaster for 1938 


Send this advertisement together with 
One Dollar for this Forecaster plus 
three valuable Bulletins. 


BROOKMIRE 


Corporation—Investment Counselors and 
Administrative Economists—Founded 1904 


551 Fifth Avenue, New York 
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Granting that the municipal bond 
market is an integral part of the whole 
investment securities market, and having 
briefly described the trend of bond 
prices and yields for “municipals” in 
the intervening period from the turn of 
the current century to the present time, 
we can attempt to gauge the future be- 
havior of municipal bond prices and 
yields. Under present-day conditions, 
when an attempt is made to control not 
only money and credit, but many other 
aspects of the economic life of the na- 
tion, it is difficult to chart the outlook 
for municipal securities, but we can ex- 
amine the factors, both favorable and 
unfavorable, which are likely to influ- 
ence bond prices for “municipals.” 

For the immediate future it is rather 
natural that municipal bond prices 
should tend to harden, and yields should 
correspondingly drop, for the obvious 
reason that business is likely to go 
through a period of readjustment in 
which investment funds would be seek- 
ing a safe outlet in municipal bonds. 
If the country should enter a new period 
of depression, it is quite certain that 
bond prices will be influenced by a set 
of factors which are likely to be more 
unfavorable than favorable. 


Low Money Rates Promote High 
Bond Prices 


Apart from the immediate aspect of 
current developments, the future trend 
of bond prices and yields of municipal 
securities are likely to be affected, on 
the one hand by the money factors, and 
on the other hand, by the status of Gov- 


ernment finances, taxation, business 
conditions, and relief requirements. 
The prevailing relatively low yields for 
municipal bonds does not reflect in its 
entirety the real condition of local gov- 
ernmental finances. Although state and 
local entity finances as a whole have 
been improving in the past three years, 
there are many factors, such as unbal- 
anced budgets, high taxes, refunding of 
maturing obligations, and the finding 
of relief outlays, which would not in 
themselves justify the current low 
yields for municipal securities. The 
answer must be found elsewhere. 

Low interest rates promoted by the 
Federal authorities have been directly 


responsible for the prevailing high 
prices and correspondingly low yields 
for municipal bonds. It is quite cer- 
tain, furthermore, that money will re- 
main under the control of the Federal 
Government and that interest rates will 
be maintained as low as possible for 
some time to come. Apart from the di- 
rect interest of the Federal Treasury in 
low interest rates (to finance its deficit 
and its maturing obligations), we pos- 
sess a huge reservoir of gold and a tre- 
mendous amount of unused credit 
which all combined should result in low 
interest rates for some time. 


Another favorable factor is the di- 
minishing demand of the Federal Treas- 
ury for new funds. Although the Fed- 
eral budget is not getting closer to a 
balanced condition, the Treasury re- 
quirements should be considerably re- 
duced in the coming years. The receipts 
from the Social Security contributions 
should swell the Treasury revenues, and 
under the Social Security law, the sur- 
plus receipts are to be invested in Fed- 
eral Government obligations. These 
factors should reduce substantially Fed- 
eral borrowing in the future, and if the 
business trend resumes its upward trend 
there may be a surplus fund at the dis- 
posal of the Treasury. Likewise, the 
tax-exemption privilege possessed by 
municipal securities tends to reduce the 
yield of municipal obligations. 


Larger Budgets Expected 


From the municipal angle itself, it 
is quite possible that local entity fi- 
nances will continue to improve, given a 
resumption of the upward trend of the 
business curve after a temporary read- 
justment through which we are now 
passing. The probability is that we are 
not headed for a depression of the 1931- 
1933 pattern, but the country is likely 
to go through a period of readjustment 
which is not expected to have a serious 
effect upon local and municipal fi- 
nances. All these are the favorable 
factors in the outlook. 

The factors which are likely to have 
an adverse effect upon municipal bond 
prices and yields are growing expendi- 
tures, increased taxation, the continued 
flotation of large volumes of municipal 
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securities, and the withdrawal of the 
Reconstruction Finance Corporation as 
a source of municipal credit. . With 
spreading social responsibilities: among 
local governments, the gradual with- 
drawal of the Federal Government from 
the relief business and the extension of 
functions and services among local gov- 
ernments coincident with the expansion 
program in the past few years under 
the sponsorship of the PWA and WPA, 
it is quite obvious that expenditures of 
local entities will continue to rise. De- 
spite an expected increase in taxation, 
it remains to be seen whether local 
governments, as a whole, will be able 
to maintain a balanced financial posi- 
tion. For the same reason, and to pro- 
mote additional public works, state and 
local governments should be expected 
to step-up the flotation of new issues 
with a resultant increase in the supply 
of municipal securities. These develop- 
ments should be expected to exert a 
depressant effect upon bond prices of 
municipal issues. 

In addition, granting a resumption 
of the upward trend of the business 
cycle, industry and trade will demand 
a greater portion of the available credit, 
while prospering business should at- 
tract more capital, thus reducing the 
relative supply of money available for 
investment in municipal bonds, and this 
should tend to raise their yield. There 
is also the possibility of taxing tax- 
exempts, although this appears remote 
for the present. Despite renewed agita- 
tion on this score on the part of the 
United States Government, the plausible 
way to tax tax-free “municipals” would 
be by the approval of a constitutional 
amendment which would undoubtedly 
be resisted by the states. However, exist- 
ing outstanding obligations presumably 
would not be taxed, if such a taxation 
should come to pass, and it would likely 
be more favorable on the outstanding 
bonds than otherwise. 


Individual Issues Vary 


Although these factors refer to the 
municipal bond field as a whole, it is 
quite obvious that individual issues will 
be further affected by the financial con- 


dition of the debtor entity and other 
local developments. The relative sta- 
bility in the municipal. bond market 
has been occasioned by the absence of 
new flotations rather than an active de- 
mand for municipals. Individual is- 
sues, however, have fluctuated consider- 
ably. For example: While Baltimore 
issues have been affected only’ slightly 
in recent months, for the reasons de- 
scribed previously, bonds of the city 
of Detroit have been severely depressed, 
as the outlook for the automobile in- 
dustry does not appear as promising at 
present as it was six months ago. The 
same holds true as regards other issues, 
such as New York and Newark, N. J.. 
which have been affected to a greater 
degree than Dallas, Tex., bonds as a 
result of the prevailing uncertainty 
over business. This, of course, is not 
an attempt to forecast the outlook for 
individual issues. 


© 


“DAVID HARUM” PICKED AS 
TEXTBOOK FOR BANKERS 


A NEW wave of interest in “David 
Harum,” Edward Noyes Westcott’s 
famous novel of American life (Apple- 
ton-Century), seems to be passing over 
the country, according to its publishers. 
Curiously enough it has started in the 
banking profession which has “discov- 
ered” the novel as a “textbook” on 
banking. THE BANKERS MAGAZINE has 
been running a series of articles on 
“David Harum” in its recent issues, the 
first of which states that when Percy 
H. Johnston, chairman of the Chemical 
Bank and Trust Company of New York 
City, on a recent visit to the Middle 
West, was asked by a man who had re- 
cently taken over the direction of a 
bank, and who had not previously been 
in the banking business, about some of 
the best books to read on the subject. 
Mr. Johnston told him that, in his 
opinion, the best book he could find on 
practical banking was “David Harum.” 
Appleton-Century are now wondering 
whether this famous character of Ameri- 
can fiction is about to become the 
patron saint of the country’s bankers. 
—Appleton-Century Book Chat. 
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THE 1937 BOND MARKET 


NALYSIS of the pessimism so gen- 
Acraily prevalent in the bond market 
indicates that its causes are to be 
found not so much in the price perform- 
ance of bonds during 1937 as in the 
present lethargy in the market and the 
factors contributing to that lethargy. 
The decline in bond prices, using an 
accepted index of forty representative 
bonds, was from 106.01 toward the end 
of 1936 to 93.55 recently, or about 12 
per cent. If second grade rails (in 
which declines have been most pro- 
nounced) are eliminated from the index, 
the resulting drop is even more mod- 
erate—from 109.63 to 103.73 or less 
than 6 per cent. Contrasted with the 


far greater decline in the stock market, 
or even with the drop in general busi- 
ness activity, the decline in bond prices 
is in itself not adequate to account for 
the hesitancy so widely evident in in- 
Particularly is this 


vestment circles. 
true if the fact is considered that com- 
parison of the present price level of 
bonds with that at the end of 1936 is 
with the all-time high in bond prices, 
whereas in the case of stocks and busi- 
ness activity present comparisons with 
those of a year ago, despite their more 
distressing showings, are with levels 
considerably under former highs. 


On purely economic grounds, using 
past experience and traditions as a 
guide, the present situation should offer 
some reassurance rather than the op- 
posite. A vast need for financing ex- 
ists on the one hand and a huge surplus 
of idle funds on the other. Coupled 
with this, interest rates are unprecedent- 
edly low, foreign outlets largely closed, 
and domestic competitive investment 
fields relatively inactive. Such a situa- 
tion in earlier history could have been 
counted on to produce revival in the 
capital markets and by so doing to as- 
sist in correcting related problems of 
business inactivity and unemployment. 

Clearly, the existing impasse is a re- 
flection. of some new factor hitherto 
not present in our domestic situation. 


By T. E. Houcu 
Vice-President, Halsey, Stuart § Co., Inc. 


Nor does one have to seek far to de- 
termine what that factor is. It is ob- 
viously the current political philosophy 
which in so many ways has gone con- 
trary to accepted economic procedure 
and by so doing has temporarily ar- 
rested the workings of the system of 
private and competitive capitalism un- 
der which this Government has always 
heretofore operated. 


This new political philosophy, while 
having had control in recent years and, 
seemingly, majority support from the 
people, is now confronted with the re- 
sults of its own violations of economic 
laws, which laws are not as easily modi- 
fied as are strictly legislative enact- 
ments. It would thus appear that we 
are now at a point where decision 
must be made whether these new politi- 
cal theories or established economic 
laws shall prevail. Recent developments 
demonstrate the incompatability of the 
two. It is clearly this dilemma which 
is at the root of the existing dead center 
in which we now find our business ma- 
chine and the financial markets which 
are dependent upon it. Investors are 
awaiting decision as to the way we shall 
turn. Business men and investors must 
know whether we are to steer confidently 
along the established highway with its 
familiar hazards and reassuring sign- 
posts, or whether we are to go off into 
a new and unestablished thoroughfare 
with hidden pitfalls and dearth of de- 
pendable guidances. Temporizing and 
compromising with the question may 
alleviate, but they will not dispel the 
confusion and uncertainty which sur- 
round business and the investing pub- 
lic. Either we adhere to the capitalistic 
system with the protection and incen- 
tives to the individual which are an 
inseparable part of it, or we embark 
on a new and modified form of govern- 
ment and business procedure with dif- 
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ferent rules and objectives. The deci- 
sion is a momentous one and it is not 
surprising that while waiting for it the 
capital markets remain inactive. 

It is reassuring to realize, however, 
that the economic vagaries and pana- 
ceas resorted to in recent years are per- 
haps a natural aftermath of the world- 
wide upheaval following the war and 
culminating in the 1929 debacle. Pos- 
sibly only by the dangerous and expen- 
sive method of trial and error could it 
have been demonstrated that there are 
no dependable short-cuts to economic 
security collectively any more than 
there are individually. Likewise, it is 
reassuring to realize that socialistic 
trends are less likely to find permanent 
acceptance in the United States than in 
those countries where wealth and edu- 
cation are less widely diffused. It re- 
quires no wishful thinking to believe 
that our excursion into the allurements 
of a socialized state is probably noth- 
ing more than a recoil from the conse- 
quence of the severest depression on 
record and that the unsuitability and 
unworkability of such a system in this 
country is already beginning to be 
recognized. Just as no individual or 
small group of individuals could have 
been expected to quickly find a solu- 
tion for the after-war problems, neither 
is it probable that any such will find 
it easy to wreck or transform as in- 
herently sound a people and situation 
as we have in this country. 

If, despite the urgency of existing 
problems, one can accept this latter 
reasoning, the groundwork can be es- 
tablished for the rebuilding process so 
obviously necessary in the current busi- 
ness and financial situaiton. 


Railroad and Utility Situation 


Confronted with mounting taxes, 
higher labor and material costs and de- 
clining traffic, the railroads are asking 
for an increase in rates to predepres- 
sion levels. Involved in the applica- 
tion is not merely the question of main- 
taining their high level of efficiency, 
the retention of men on their payrolls, 
and the purchase of large amounts of 
materials and equipment, but, to some 
extent, the whole question of their con- 


tinuation as private enterprises. As 
serious as is the question of the wis- 
dom of advancing rates in a period 
when the urgent need is for lower costs 
generally, the other factors involved 
appear to justify the granting of the 
assistance asked for. 


Railroad bond financing in 1937 was 
less than half that of 1936 and of that 
done almost 40 per cent. was purely re- 
funding. Suggestive further of the 
plight of the carriers, no stock financing 
was done during the year and only a 
single small issue in the five preceding 
years. High grade railroad bonds de- 
clined less than the general average 
during the year, though secondary 
classifications, reflecting the uncertainty 
in earnings, are now not far from the 
1932-33 averages. Assuming that the 
rate increases asked for are granted, 
some increased equipment offerings are 
probable in 1938 and additional re- 
fundings may be expected. As a source 
of new bond financing, however, aside 
from equipments and refunding, it 
would appear that little can be expected 
from the railroad field either in 1938 or 
the years immediately following. 


The utilities, particularly in the elec- 
trical supply field, are caught in the 
mesh of governmentally owned or sub- 
sidized competition on the one hand 
and onerous restrictions and regulations 
on the other. Unlike the railroads, how- 
ever, they are not further confounded 
by a declining trend in demand for 
their services. On January 1, 1938, 
the Utility Holding Company Act re- 
quiring dismemberment of unintegrated 
systems became effective, though re- 
cent expressions from the Securities and 
Exchange Commission, which admin- 
isters the act, indicate that reasonable 
interpretation of its provisions may be 
expected, and, of course, determination 
of its constitutionality has yet to be 
passed on by the Supreme Court. Re- 
cently promulgated theories of proper 
methods of valuation present new anx- 
ieties, though, on the other hand, an- 
nounced retirement of some of the gov- 
ernmental lending agencies should have 
the effect of reducing the growing threat 
of municipal competition. Hope is en- 
tertained for the successful culmination 
of recent peace overtures to the indus- 
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try; so deep-seated appear the ani- 
mosities, however, that it is conjectural 
whether a solution satisfactory to both 
sides can be readily found. 

Reflecting the problems of business 
in general and of this industry in par- 
ticular, utility bond financing in 1937 
was only about one-third the 1936 total 
and 55 per cent. of that of 1935. Of 
the 1937 aggregate, almost 80 per cent. 
was refunding. Despite its problems, 
the industry’s bonds performed well 
during 1937, decline from the high to 
the low of the period amounting to less 
than six points, usin an accepted index 
for purposes of calculation. A state- 
ment has recently been made that a 
deficit of $2,500,000,000 has been 
created during the past five years in the 
construction requirements of the util- 
ities, which is an indication of the im- 
mediate need for financing in the indus- 
try. Freed from its restraining factors, 
a large amount of bond financing might 
reasonably be anticipated both in new 
capital and refunding. 


Industrial and Real Estate Situation 


Commentators are still arguing as to 
the reasons for the precipitate drop in 
business activity during the last half 


of the year. Strikes, mounting costs, 
restrictive laws, war scares abroad, high 
taxes (notably the undistributed profits 
tax), thin securities markets, and vari- 
ous other factors are offered as reasons 
—and all undoubtedly contributed to 
the drop. Looking back it appears, 
however, that the gradual decline in 
governmental disbursements and the in- 
crease in governmental revenues 
coupled with industry’s inability to take 
up the slack (resulting from the various 
restraints imposed on its progress) was 
no less a factor. In other words, the 
inflationary program instituted by the 
Government and which was the primary 
source of such revival as we have had, 
was arrested before business was un- 
leashed to carry on. 

As in other fields, volume of indus- 
trial bond financing was considerably 
less than in the year preceding, though 
some encouragement is found in the fact 
that the ratio of new money to the total 
bond financing registered substantial 


improvement over 1936. The price level 
of industrial bonds was well maintained 
among the better grades; issues more 
directly dependent on earnings suffered 
considerable relapse in the latter part 
of the year. 

In the real estate field, weakness and 
inactivity persisted despite some im- 
provement in rentals and occupancy. 
New construction in classifications pro- 
ductive of bond financing was of neg- 
ligible proportions—a natural reflection 
of high building costs and still inade- 
quate rental return. Methods of reviv- 
ing building activity in the field of 
single unit homes with its far flung 
benefits to numerous related industries 
are again being discussed, though 
whether more liberal credit terms (on 
which such discussions appear to hinge ) 
will accomplish the desired ends with- 
out correction of other basic retarding 
factors remains open to serious ques- 
tion. 


Foreign and Municipal Situation 


Though no new capital financing in 
the foreign field was effected during 
the year, three large refunding opera- 
tions were successfully completed. Re- 
striction on foreign financing, coupled 
with disturbed political and economic 
conditions abroad, preclude any possi- 
bility of early resumption of large scale 
activity in this field. 

Domestic municipal financing con- 
tinued to occupy a prominent place in 
the bond market in 1937 as in the years 
immediately preceding. Total volume 
was smaller than in 1936, though re- 
fundings occupied a less prominent part 
of the whole than in the two preceding 
years. For the past four years new 
capital financing in this field has ag- 
gregated from about $700,000,000 to 
$850,000,000 annually. If from this 
is deducted retirements through single 
or serial maturities, the net increase in 
municipal debt will be found to be con- 
siderably less than is commonly sup- 
posed. Moreover, in so far as market 
supply of municipals is concerned, re- 
fundings (which merely replace one 
bond with another) may logically be 
deducted since they add little or noth- 
ing to the outstanding supply of bonds. 
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Thus, adding retirements to refundings 
and deducting the two from the sum 
total of municipal financing, a scarcity 
factor appears not improbable in this 
field unless the total volume of new 
capital financing increases substantially. 
The latter appears questionable in view 
of the current unwillingness of tax- 
payers to vote new issues as evidenced 
by the fact that at the November elec- 
tions two-thirds of all bond proposals 
were defeated. 


Bearing on the municipal market is 
the renewed activity toward limiting or 
removing the tax-exempt feature now 
attaching to such bonds. There is noth- 
ing new in this effort, except possibly 
in some of the methods suggested, and 
whether legal methods can be found to 
accomplish the end sought, short of a 
constitutional amendment, is, in the 
opinion of many competent authorities, 
extremely doubtful. Whether an amend- 
ment would be agreed to by the neces- 
sary number of states appears also 
somewhat conjectural. 

The yield level (inverse to the price 
level) of long-term municipal bonds, 
again using an accepted index, ranged 
from a low of about 2.68 per cent. at 
the beginning of the year to a high of 
3.40 per cent. in April, settling down 
to about a 3.20 per cent. recently. 
Among shorter term issues, which con- 
stituted an important part of the year’s 
total, yields were somewhat lower than 
the foregoing and fluctuations corre- 
spondingly less. 


Conclusion 


The immediate trend of the bond 
market, both in volume and prices, ap- 
pears to hinge on the major question 
of governmental political and fiscal 
policies. With a continuation of those 
recently adhered to, no appreciable in- 
crease in bond financing in the coming 
year appears probable—in fact, further 
reduction in the aggregate amount may 
easily result. The price level of top 
grade bonds, assuming adherence to ex- 
isting policies, may reasonably be ex- 
pected to be well maintained, partly as 
a result of scarcity value and partly re- 
flecting the press of idle funds against 
this portion of the market; secondary 
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classifications, on the other hand, are 
likely to continue weak. Assuming, 
however, a return to more accepted eco- 
nomic and fiscal policies, an increase 
in volume of new issues would be prob- 
able, with moderate decline in the price 
level of higher grade issues and an in- 
creasing recovery in the lesser grades. 
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MANUFACTURERS TRUST COM- 
PANY COMPILES “EXPORTERS 
HANDBOOK” 


THE Foreign Department of Manufac- 
turers Trust Company has compiled an 
Exporters Handbook for distribution to 
customers of the bank who are engaged 
in export trade. The publication con- 
tains comprehensive data about stamp 
duties, protest fees, benefits derived 
from protest, and exchange regulations 
in most countries of the world that buy 
from the United States, and also in- 
cludes a collection tariff. The hand- 
book is in loose-leaf form, and revision 
sheets are issued by the bank from time 
to time so as to keep the information 
up-to-date. 
© 


NOT A BANK 


A trolley passenger, apprehensive 
lest she pass her destination, poked the 
conductor with her umbrella. 

“Is that the First National Bank?” 
she asked. 

“No, mum,” answered the conductor. 
“That is my _ stomach!”—Christian 
Science Monitor. 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY 


The General Situation 


THE closing of the year found war of a 
civil nature still raging in Spain, of an 
unofficial character going on between 
Japan and China, with the former coun- 
try steadily advancing in its conquest 
of the latter. Elsewhere peace reigned. 
New political alignments were in prog- 
ress or actually consummated. Ger- 
many, Italy and Japan have lined up 
together; France has cemented relations 
with her former European war allies; 
England stands where it did—likewise 
Scotland; the northern countries of 
Europe—Denmark, Norway, Sweden 
and Finland—(lands of steady habits) 
remain peaceful and prosperous; France 
announced repayment of a £40,000,000 
sterling loan, and is strengthening her 
financial position by drawing gold from 
America; Finland comes promptly for- 
ward with payments due the United 
States—a somewhat unique distinction; 
Brazil dismisses political parties and 
sets up a new and concentrated form of 
government; Italy gets out of the league 
of Nations; the nine-power conference 
at Brussels dissolves in a series of weak 
resolutions; Britain and the United 
States are planning for closer trade re- 
lations, based on mutual tariff conces- 
sions; Germany insists on the restora- 
tion of colonial possessions, lost in the 


World War; Mexico prepares for large 
public expenditures; Australia modifies 
restrictions on importations; the coun- 
tries of South and Central America con- 
tinue peaceful and are experiencing 
rising prosperity, somewhat checked by 
repercussions due to the recession in the 
United States of America. 

Such, in brief, was the world situa- 
tion at the close of 1937. It had its 
discouraging aspects, but not without a 
considerable degree of relief. Prepara- 
tions for war have become so general 
that the belief is gaining ground that 
they must be halted, or the world will be 
overwhelmed by the vast costs they en- 
tail. The most hopeful sign is to be 
found in the disposition of several of 
the leading nations to turn from con- 
templation of war to the adoption of 
measures for promoting international 
trade. 


Great Britain 


THIs country is rapidly becoming a 
nation of dwellers in towns and cities, 
for according to The Economist (Lon- 
don), more than four-fifths of the popu- 
lation of England and Wales is clustered 
in areas of urban administration. Half 
the urban population lives in some 
fifty-one towns with more than 100,000 
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and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable opper- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


inhabitants each. Only eight out of 
forty millions live in the country. 

While industry in general remains 
active, some apprehension is felt for the 
future because of a decline in new or- 
ders. The American recession is being 
felt to some extent. 

For the ten months of 1937 the visible 
adverse trade balance of the United 
Kingdom was £340 million, compared 
with £276 million in the corresponding 
period of 1936. 

On the London Stock Exchange the 
market has lately been depressed (gilt- 
edged securities excepted). This con- 
dition is ascribed to the international 
political situation, the heavy decline in 
commodity prices, and the continued 
weakness in Wall Street. 


Germany 


BoTH the note circulation and discounts 
of the Reichsbank are increasing, the 
holding of bills recently reaching a new 
high record. 

Profits of German industry were con- 
siderably greater in the year ending 
June 30, 1937, than for the previous 
year. Of late there has been a slight 
increase of unemployment. 


Italy 


For the first nine months of 1937 the 
trade deficit was 2,669.7 million lire, 
against 821.3 million at the same period 
of 1936. 

In order to meet the costs of develop- 
ing Ethiopia and of rearmament, the 


Inquiries and correspondence invited. 


Council of Ministers have approved a 
decree levying an emergency tax of 10 
per cent. on the capital and reserves of 
joint stock companies and partnerships. 


France 


THERE have been in recent weeks futile 
attempts to overthrow the present form 
of government. That the existing 
régime has the confidence of the Cham- 
ber of Deputies was indicated by a vote 
in its favor of nearly 400 and only 160 
opposed. 

Repayment of the £40 million sterling 
loan, an increase in the gold holdings 
of the Bank of France, and an improve- 
ment of the franc in relation to foreign 
exchanges, are favorable factors in the 
situation. 


Sweden 


Accorpinc to The Index, issued 
by Svenska Handelsbanken, wholesale 
prices have recently declined; the im- 
port surplus (January-October, 1937) 
was 131.6 Kr., compared with 1.210 
Kr. for the same period for 1936; there 
is some falling off in foreign shipping 
and in domestic freights. 


Denmark 


For the first nine months of 1937 the 
excess of imports into Denmark was 
111,700,000 Kr., compared with 38,- 
800,000 Kr. for the same period in 
1936. 

State finances show an improvement, 
the accounts for the fiscal year 1936-37 
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showing a working surplus of 27,400,- 
000 Kr., against a budget surplus of 
only 14,500,000 Kr. 
plus was greater than reported, since 
death duties amounting to .11,800,000 
Kr. are not included in the working 
accounts, but are put. in the capital 
accounts. 


Turkey 


PROVISIONAL results for the financial 
year 1936-37 show that receipts were 
the largest ever reached, and the sur- 
plus Ltq. 18,912,774. For the first 
seven months of 1937 the surplus of 
exports was valued at Ltg. 1,323,000, 
against an excess of Ltq. 6,950,000 im- 
ports for the same period of 1936. 


The Argentine 


FROM its branch at Buenos Aires, the 
First National Bank of Boston has re- 
ceived a cablegram, under date of De- 
cember 11, containing the following: 


Severe frosts in October and November 
did considerable damage to the small grain 
crops and retarded the growing maize. 
Simultaneously hides were weak, wool sales 
very slow, forward ocean freight charter- 
ings small, and world markets of commodi- 
ties and securities weak. When to all of 


INTERNATIONAL 


ENGLISH, SCOTTISH AND AUSTRALIAN 
Bank Limitep.—The forty-fifth  or- 
dinary general meeting of shareholders 
was held at the head office in London 
November 24. The report showed net 
profits up to June 30, 1937, to have 
been £276,126, out of which a dividend 


Actually the sur- 


this was added a sudden political change in 
Brazil, European investors became nervous 
about “South America” and sold Argentine 
bonds here and abroad. The result was a 
sharp decline in bond prices and a drop in 
the exchange value of the peso. Not for 
many years has Argentine suffered from so 
many adverse factors in such a short period 
of time. However, the favorable trade bal- 
ance is 108 per cent. above the same period 
in 1936. The national government budget 
will probably show a surplus for the third 
successive year, deposits of branch banks 
in the interior of the country are high and 
loans low, and general business is in a 
position to stand a lean year if it comes. 
October, 1937 October, 1936 
m$n m$n 

failures 7,042,000 4,253,000 
Bank cleraings.. 3,215,000,000 2,856,000,000 


Finland 


As reflected by the position of the Bank 
of Finland and the joint-stock banks, 
the financial situation of the country is 
one of increasing strength. Foreign 
trade continues especially active. 


The Netherlands 


Provisions in the Dutch budget for or- 
dinary expenditures and capital service 
indicate a deficit of 168,920,000 florins 
for 1938, against 156,220,000 florins in 
1937. 


BANKING NOTES 


at the rate of 314 per cent. was paid, 
and £15,000 added to the reserve fund. 
To the remaining £175,816 was added 
£306,787 brought forward from June 
30, 1936, making a total of £482,603. 
From this amount a further dividend 
of 314 per cent. was paid, making 7 
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per cent. for the year; £50,000 was 
added to contingencies reserves, and 
£30,000 to reduction in bank premises 
account, leaving a balance of £305,978 
to be carried forward. 


COMMERCIAL BANK OF SCOTLAND 
LimITeEp.—The annual general meeting 
of shareholders was held at the head 
office in Edinburgh, December 16. Net 
profits for the year were reported at 
£395,664, to which was to be added 
£65,000 brought forward from the pre- 
vious year. Dividends were paid, at 
the rate of 16 per cent. on class A 
shares and 10 per cent. on class B 
shares. There was allocated to the re- 
serve fund £50,000, and £95,000 to 
other funds, leaving £68,394 to be car- 
ried forward. 

Total assets, Nov. 1, 1936, £54,435,- 
960; November 1, 1937, £58,746,628. 


IMPERIAL BANK OF [RAN.—Lord Ken- 
net of the Dene has been elected a di- 
rector. 


THE British OveRsEAS BANK 
LimiTep.—Net profits for the year 
ended October 31 were £52,454 8s. 11d, 
to which was to be added £69,146 11s. 
1d. from last account, making a total of 
£121,601. The directors not consider- 
ing it prudent to recommend a pay- 
ment of dividend on the A ordinary 
shares, “in view of the unsettled state 
of world affairs,” proposed to appro- 
priate £50,000 to contingencies account, 
leaving £71,601 to be carried forward. 


BanK oF New SoutH WALEs.— 
Profits for the year ending September 
30 are reported as £543,242 Os. 6d. af- 
ter all deductions. To this was added 
£129,499 17s. 2d., being the undivided 
balance carried forward from the pre- 
vious year, making a total sum avail- 
able amounting to £672,741 17s. 8d. 
From this sum interim dividends were 
paid amounting to £395,100, leaving a 
balance of £277,641 17s. 8d. From 
this amount a quarterly dividend for 
the quarter ending September 30 was 
paid amounting to £131,700, leaving a 
balance of £145,941 17s. 8d. to be car- 
ried forward. On September 30 the 
bank shows total assets amounting to 
£123,145,485 6s. 6d. 
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“WELLS FARGO” 


THE recently released motion picture 
“Wells Fargo,” produced by Paramount 
Pictures, is largely indebted for its his- 
torical accuracy to the mass of histori- 
cal material assembled by the Wells 
Fargo Bank and Union Trust Company 
of San Francisco. The new picture is 
said to be one of the outstanding film 
epics on transportation, communication 
and banking in the Far West. It car- 
ries American transportation through 
the period 1844-1870 . . . through the 
laying of the first rails on the eastern 
seaboard . . . then on to the Missis- 
sippi... the establishment of the 
southern and central overland express 
and mail routes . . . the brief but bril- 
liant career of the Pony Express . 

on up to the driving of the Last Spike. 
joining the Central Pacific and the 
Union Pacific at Promontory, Utah, in 
1869. 

Early in the scene appeared banking 
and express companies, among them in 
1852 Wells Fargo & Co. Stage lines 
were established and the mail and treas- 
ure carried east by clipper ship and 
steamer. Gold and exchange were 
bought and sold, deposits taken for a 
fee, and loan rates ran as high as 15 
per cent. 

The completion of the transcon- 
tinental railroad in 1869 closed the 
pioneer epoch. Shipping was speeded 
up, loan rates sank to more reasonable 
levels, depositors no longer paid for the 
privilege of depositing funds. 

Today in San Francisco the banking 
end of the business is still carried on 
by the Wells Fargo Bank, the oldest in 
the West. 
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Current conditions in Canada 


HE Monthly Letter of the Bank of 

Montreal dated December 23, 1937, 

comments as follows on the Cana- 
dian situation: 

“The business world has now adjusted 
itself to winter conditions and is find- 
ing them not unsatisfactory, although 
cognizance has to be taken of factors 
of uncertainty and possible disturbance. 
There is undoubtedly evidence of some 
recession in business in certain sections 
of the country but in none of them is it 
serious, and hopes are cherished that 
Canada may not suffer serious repercus- 
sions from conditions at present pre- 
vailing in the United States. Mean- 
while, the advent of cold weather and 
a heavy snowfall over most of the 
Dominion have given impetus to the 
buying of seasonal goods. The public 
seems to have ample purchasing power, 
and retail merchants, on the strength 
of the buying volume in the first half 
of December, are anticipating that the 
Christmas trade will be as good as a 
year ago when it was the largest since 
1930. 

“In the manufacturing field activity is 
being well maintained and most firms 
seem to be supplied satisfactorily with 
orders for the winter. The primary 
iron and steel plants remain busy and 
a number of industries are profiting 
from orders secured in connection with 
the program for national defence. The 
textile mills are operating at a com- 
paratively high level, but in view of the 
fact that orders are not too plentiful in- 
ventories are accumulating at certain 
points. The newsprint industry has had 
its immediate outlook somewhat ob- 
scured by an accumulation of stocks, 
caused partly by forward buying in 
anticipation of the price increase to take 
effect on January 1 and partly by less- 
ened demand in the United States. 
Largely, the industry is now working 
on the basis of a five-day week; never- 
theless, its output for November, at 
302,236 tons, was well above the figure 
for November, 1936, 286,235 tons. The 


construction industry remains low by 


comparison with predepression years, 
but is at a better level than last year. 
Electric power production, which this 
year has been greater than in any other 
year of the industry’s history, remains 
high. The employment level was higher 
in October than in any other month 
since 1929, with the exception of May 
last. 

“The activity of the mining industry 
shows no abatement despite the fall in 
the price of base metals. Exports of 
copper, nickel, lead and asbestos in 
November were higher than a year ago. 
Gold production was higher for the 
month and is expected to have a value 
for the year of $145,000,000, or some 
$15,000,000 higher than in 1936. The 
growing importance of Canadian oil 
fields is emphasized in production fig- 
ures for the month of September, the 
output of crude petroleum and natural 
gasoline having then established a new 
high monthly record at 298,763 barrels, 
bringing the total for the nine months 
up to 1,891,105 barrels compared with 
1,102,047 in the corresponding period 
of 1936. Ever since November of last 
year the monthly record of production 
has shown an increase over the previ- 
ous month. : 

“The total value of the principal field 
crops of Canada for 1937 is estimated by 
the Bureau of Statistics at $556,382,- 
000, which is $65,098,000, or almost 
10 per cent. below the estimated value 
of the harvest of 1936, but it is higher 
than that of any previous year since 
1930. The main factor in the decline 
was the drought in certain portions of 
the Prairies, which caused a_ sharp 
diminution of the wheat yield. The 
estimated value of the total Canadian 
yield was $179,800,000, down by $34,- 
700,000 from 1936. Another factor was 
a lower price for potatoes, a most im- 
portant field crop in the Maritime 
Provinces, whose farm income was cur- 
tailed by about 25 per cent. on the 
average compared with last year. The 
Minister of Trade and Commerce now 
reports that the Canadian Wheat Board 
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BANK OF MONTREAL 


Established 1817 


A presentation, in easily understandable form, of the Bank’s 
ANNUAL STATEMENT 
30th October, 1937 


LIABILITIES 
LIABILITIES TO THE PUBLIC 

Deposits : . ; : : . $717,799,105.99 
Payable on demand ‘oud after notice. 

Notes of the Bank in Circulation ; ; ; : .  24,428,895.00 
Payable on demand. 

Bills Payable : ‘ : : : ; 213,945.47 
Time drafts issued and outstanding. 

Acceptances and Letters ‘of Credit Outstanding . ‘ " 7,759,145.50 
Financial responsibilities undertaken on behalf of customers 
(see off-setting amount in “‘Resources’’). 

Other Liabilities to the Public. s ; ; 2,535,661.75 


Items which do not come under the foregoing headings. 
Total Liabilities to the Public ‘ : : ; : . $752,736,753.71 


LIABILITIES TO THE SHAREHOLDERS 
Capital, Surplus and Undivided Profits and 
Reserves for Dividends ; : : ; 76,897,197.27 
This amount represents the shareholders’ interest in the Bank, over 
which liabilities to the public take precedence. 


Total Liabilities . ; : : ; : : ; . $829,633,950.98 


RESOURCES 
To meet the foregoing Liabilities the Bank has 

Cash in its Vaults and Money on Deposit with Bank of Canada $ 86,226,720.23 

Notes of and Cheques on Other Banks . J : , .  27,718,431.85 
Payable in cash on presentation. 

Money on Deposit with Other Banks. ; , ‘i ; 20,665,157.41 
Available on demand or at short notice. 

Government and Other Bonds and Debentures : : . 437,381,825.01 
Not exceeding market value. The greater portion consists of gilt- 
edge securities which mature at early dates. 

Stocks - ‘ 4 , . i < - < . 286,235.50 
Industrial and other stocks. Not exceeding market value. 

Call Loans outside of Canada . : 19,878,944.34 


Secured by bonds, stocks and other ne gotiable securities Pe greater 
value than the loans and representing moneys quickly available with 
no disturbing effect on conditions in Canada. 


Call Loans in Canada ‘ 6,857,700.39 


Payable on demand and secured by bonds and stocks of greater value 
than the loans. 


Bankers’ Acceptances . ; ‘ : ‘ ; 36,138.52 
Prime drafts accepted by other banks. 


TOTAL OF Q(VUiCKLAVAILABLE RESOURCES ; . $599,051,153.25 
(equal to 79.58% of all Liabilities to the Public) 

Other Loans : : ; ‘ : ; : : . 204,760,812.11 
To manufacturers, farmers, merchants and others, on conditions 
consistent with sound banking. 

Bank Premises. Z ; 13,700,000.00 
Two properties only are carried in the 9 names “of holding companies ; 
the stock and bonds of these companies are entirely owned by the 
Bank and appear on the books at $1.00 in each case. All other of the 
Bank’s premises, the value of which largely exceeds $13,700,000, 
appear under this heading. 

Real Estate, and Mortgages on Real Estate Sold by the Bank 1,192,681.35 
Acquired in the course of the Bank’s business and in process of 
being realized upon. 

Customers’ Liability under Acceptances and Letters of Credit 7,759,145.50 
Represents liabilities of customers on account of Letters of Credit 
issued and Drafts accepted by the Bank for their account. 


Other Assets not included in the Foregoing : : : 3,170,158.77 
Making Total Assets of ‘ : ‘ : . $829,633,950.98 

to meet payment of Liabilities to the Public of 752,736,753.71 

leaving an excess of Assets over Liabiltites to the Public of $ 76,897,197.27 
HEAD OFFICE: MONTREAL ia 6A 


NEW YORK AGENCY, 64 Wall Street: . - A. J. L. Haskell, K. C. Winans, G. R. Ball, Agents 
CHICAGO OFFICE: 27 South La Salle Street: . - A. Macpherson, Manager 


SAN FRANCISCO OFFICE, Bank of Montreal (San Francisco), 333 "California Street: - F. G. Woods, President 
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has disposed of all the wheat held by 
it, 200,000,000 bushels, representing the 
accumulation which the board took 
over two years ago. 

“As against the lower aggregate farm 
income from wheat and potatoes must 
be set the fact that Canada’s dairy in- 
dustry has had its best year since the 
depression, with an estimated income of 
approximately $215,000,000 as com- 
pared with $208,200,000 in 1936 and 
with $291,700,000 in 1929. Livestock 
prices have shown some recession, but 
packing plants are busy. 

“While railway carloadings have 
shown some weekly variations, the ag- 
gregate for the year up to the first week 
of December was up from 2,294,212 in 
1936 to 2,457,415, the increased traffic 
being reflected in higher gross earnings. 
Higher operating expenses, however, 
including progressive wage increases, 
have absorbed a considerable part of 
the gross betterment. 


“Total exports in November, while 
higher than in the previous month, 
were 12 per cent. lower in value than in 
November of last year, the figures being 
$107,817,516 and $122,866,120. For 
this decline the short wheat crop was 
responsible, exports of wheat in the 
month having a value of $17,900,740 
as compared with $36,620,971 in No- 
vember, 1936. 

“The increase in the Federal revenues 
in November was not so pronounced as 
in some earlier months, but it was still 
satisfactory, the total revenue amount- 
ing to $40,572,990 compared with $36,- 
320,261 in November, 1936, while ex- 
penditures at a total of $47,548,497, as 
compared with $49,565,028, were down 
by roughly two million dollars. 


“The opening of Parliament has been 
fixed for January 27th. Negotiations 
for the revision of the Canadian-Ameri- 
can trade agreement are going steadily 
ahead, but it is now considered unlikely 
that the new agreement will be com- 
pleted and ready for signature before 
March. An interesting development 
has been the termination of the conflict 
between the provincial government of 
Ontario and certain Quebec power com- 
panies, with the result that new agree- 
ments between the latter and the Hydro- 
Electric Commission of Ontario have 


been signed and expensive litigation 
abandoned. The Dominion Govern- 
ment has now been approached to sanc- 
tion export to the United States of some 
surplus power which the Hydro-Electric 
Commission of Ontario cannot use at 
present, and the Prime Minister has in- 
timated that such sanction is dependent 
upon the approval of Parliament. 

“The October statement of the char- 
tered banks showed current loans of 
$769,731,884 as compared with $770,- 
684,341 at the end of September. There 
was, however, a gain of $62,000,000 as 
compared with the month of October 
last year. Bank debits for November 
amounted to $2,925,000,000, as com- 
pared with $3,302,000,000 in Novem- 
ber, 1936. 


“In the foreign exchanges, the 
United States dollar declined to a dis- 
count of 11/64 of 1 per cent., from 
which point a gradual advance to 14 of 
1 per cent. premium took place. Ster- 
ling quotations have ranged between 
4.9834 and 5.0014, while French francs 
have moved narrowly at 3.39 to 3.40. 
Other European currencies have been 
moderately steady. During the month 
the high grade bond market has been 
active, with prices firm. On November 
30th $25,000,000 Province of Quebec 
debentures were sold by the Province. 
These consisted of $10,000,000 2 per 
cent. three-year debentures which were 
sold privately, and $15,000,000 314 per 
cent. fourteen and one-half year deben- 
tures which were offered publicly at 
98.25 to yield 3.40 per cent. An issue 
of $5,135,000 Province of Nova Scotia 
12-year 314 per cent. debentures was 
offered at 98.75 to yield 3.62 per cent. 
In the corporation list the prices of 
paper company obligations have de- 
clined substantially.” 

The Monthly Commercial Letter of 
the Canadian Bank of Commerce dis- 
cusses the situation as follows: 

“While irregularity is still noticeable 
in Canadian industry, it is less than 
might have been expected under the de- 
flationary influences of the recession in 
American business. Our analysis of in- 
dustrial activity in November shows a 
further decline- from that of October in 
some branches of manufacturing—cer- 
tain textile, leather footwear and for- 
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estry units—but a gain in various types 
of heavy industry and comparative 
steadiness in others. 

“In the October issue of the Letter 
we expressed the opinion that a large 
seasonal production in the automotive 
trades would help to sustain general 
industry during the autumn and early 
winter months. The activity in these 
trades has been greater than expected. 
Production of automobiles and trucks 
in October exceeded that of the like 
month of last year by 50 per cent. and 
for any other October in all but three 
years of the past decade. Production 
in the entire group of industries, which 
includes a great number of parts manu- 
facturers as well as the automobile pro- 
ducers themselves, rose again in No- 
vember. 

“No marked change has occurred re- 
cently in iron and steel production, nor 
is one in prospect before the end of the 
year. The output of pig iron in October 
increased slightly over that of the pre- 
ceding month, to reach the highest point 
in more than seven years, while produc- 
tion of steel, though not showing the 
upward trend of last year, was prac- 


tically equal to that of September. 
“Construction failed by a small mar- 
gin to maintain the gain of former 


months. The value of new contracts 
awarded in November was about 25 per 
cent. below that recorded in October, 
and while it exceeded that of November 
of last year, adjustment to the lower 
cost basis of the last-mentioned month 
discloses that the volume of new work 
undertaken has declined. Construction 
actually in progress, however, has re- 
mained on a higher level than a year 
ago, as a result, of course, of the ris- 
ing trend of new contracts in earlier 
months. 

“Production of newsprint in October 
was the second highest on record, al- 
though it did not follow exactly the 
usual seasonal pattern and_ therefore 
did not rise much beyond that of the 
summer and early autumn periods. Ac- 
tivity in some major lumbering districts 
has, however, declined quite as much as 
was anticipated as a result of the re- 
trogressive movement in export trade 
projected in former issues of the Let- 


ter. Thus, lumber exports in October 
from all sources were smaller than those 
of the preceding month, while ship- 
ments from British Columbia, as _re- 
corded by the Pacific Coast Lumber 
Inspection Bureau, were fully 10 per 
cent. below those of October, 1936. A 
high rate of activity continued, however, 
in the wood-pulp export trade, the ship- 
ments abroad being of greater value 
than those of lumber, an exceptional 
occurrence. 

“Export trade as a whole in October, 
valued at 103 million dollars, increased 
by less than seasonal proportions over 
September and was about 8 million be- 
low that of October, 1936. The record 
for October of this year should, how- 
ever, be considered as satisfactory, hav- 
ing regard to the small exportable sur- 
plus of grains, which allows exports 
of less than half those of a year ago. 
The most interesting features of the im- 
port trade in October were the large 
receipts of foreign raw materials (cot- 
ton and rubber, for example) required 
for future industrial operations. 

“The last of the field work in the 
agricultural areas was completed over 
most of the country under favorable 
conditions. A prolonged pasturage and 
grazing season was a boon to all farm- 
ers with livestock holdings, particu- 
larly those in the Western drought 
areas, and relief requirements will be 
smaller than was once anticipated un- 
less the winter is unusually severe.” 


Increase in Retail Sales 


The Royal Bank of Canada reports 
that during 1937 the dollar volume of 
retail sales in Canada has been about 
8 per cent. ahead of 1936 and about 
16 per cent. ahead of 1935. Since the 
retail price index in Canada has ad- 
vanced only about two points in the 
past two years, it follows that the gains 
just mentioned represent increases in 
the volume of goods moving into the 
hands of consumers. Ordinarily, 
changes in volume of retail trade take 
place very slowly. A gain of about 
14 per cent. in volume within two years 
represents a substantial improvement in 
the standard of living. 
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PUBLIC 


RELATIONS 


Edited by MALCOLM DAVIS 


It ean be done 


A happy experiment in unusual window displays 


By Dorcas CAMPBELL 


Director of Advertising, East River Savings Bank, New York 


HE experience of our 1937 window 

display experiment may be of value 

to the readers of THE BANKERS 
MAGaAzINE. When we opened a branch 
office in Rockefeller Center last March, 
we were suddenly obliged to compete 
with 5th Avenue shops for the attention 
of passing pedestrians. 

At once inspired and awed by the 
smartness of the nearby shop windows 
created by true artists, we decided we 
had a definite challenge to meet. We 
had never been pleased with our own 
windows, they were too full of empty 
space which is apt to signify dignity 
and aloofness instead of friendliness. 
Certainly we meant to forego placards 
filled with platitudes. In fact, most 
bank windows, including our own in 
four other offices, seemed pretty hope- 
less to us. 

We became convinced, however, that 
show windows can be an asset to any 
bank with an ounce of. imagination. 
Whether your windows are narrow or 
wide, deep or shallow, unadorned or or- 
nate, they can be altered to dramatize 
banking according to the current “pub- 
lic relations” appeal. 

Our windows at Rockefeller Center 
were already made to order when we 
started to worry about this problem. 
The two chosen for the experiment were 
the most isolated of a total of seven 
windows we had available at street 
level. They were actually show cases 
set into huge pillars forming an arch- 
way leading into the entrance of the 
building in which we were housed. The 
windows were considered white ele- 
phants, and they were deliberately 


chosen for the experiment—if they 
could win attention, we argued, it could 
only be because they were worthy of it. 

In addition to the street level win- 
dows, we utilized another located in the 
Concourse which runs beneath our 
banking floor and connects the various 
buildings of Rockefeller Center. This 
particular one was a kiosk affair and 
presented an individual problem of its 
own. Not only was this window but 
ten inches deep, but a square concrete 
pillar concealed by a square display 
case necessitated some new arrangement. 
We chose to hide the pillar by a judi- 
cious use of black paint which blocked 
out most of the glass. By placing a 
framework at angles to create four 
separate sections of equal size, the pil- 
lar then became the back of each of 
the four sections. 

In order to overcome our initial 
handicaps we prescribed a large budget 
and an enlarged staff in the advertising 
department. A final compromise. re- 
sulted in a small expense account, and 
the part time services of an opportunist 
who joined in on the experiment to test 
her training from a window display 
school. 

The window display executive who 
accepted the account, Mrs. Haskell Mal- 
len, fortunately combines artistic tal- 
ents, an adventurous spirit, a sense of 
humor and irrepressible borrowing pro- 
pensities. Starting in gaily with a mis- 
cellaneous quantity of carpenter’s tools 
and a vow to reject “ye old banking 
ideas” she decided that she would 
model our designs so as to challenge the 
very experts of 5th Avenue. 
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We are happy to state that the re- 
action to our experiment has been most 
favorable, and unsolicited comments 
from the public strengthen our belief 
that we’ve got something! We are get- 
ting more attention from the disinter- 
ested public than was anticipated, and 
we are discovering things about our- 
selves we never before suspected. In 
digging for novel but factual material 
to dramatize savings banking in our 
show windows, we have in a very pleas- 
ant way become more articulate about 
ourselves. 


Not only does the public respond to 
our windows but members of the staff 
delight in helping with constructive sug- 
gestions or supplying necessary props. 

We began by building a masque of 
beige rep for the show cases in order 
to set off the street-level displays. . 

In other words we provided a frame 
for the living pictures we were about 
to arrange. Cycloramas which could be 
removed éasily were constructed to serve 
as false backgrounds. The cases were 
55 inches high by 31 inches deep and 


55 inches high by 36 inches deep. They 
were only 55 inches wide. 

Definite attention is focused on cer- 
tain features of the displays by the use 
of baby spotlights. It is an old trick 
of the theater, but showmanship is the 
same in the arts or in business. 

In the kiosk display down in the 
Concourse, the black paint isolated that 
section known as a miniature stage. The 
space left for the four stages was ap- 
proximately 10 inches deep and _ per- 
mitted an open space 2 feet 6 inches by 
2 feet 8 inches. The glass case 5 feet 
by 4 had been blocked out to isolate 
all except the tiny stages. 


Color is helpful in attracting atten- 
tion in a show window as well as in 
any advertisement. Red is not neces- 
sarily the answer to color attraction 
for the blending of colors is important, 
and the color should not steal the show. 
Artistic arrangement of props is essen- 
tial if harmony and balance are to 
please the passer-by. 

Window displays actually offer a 
varied opportunity to one who has im- 


One of the unique window displays, described in the accompanying article, which 

was developed by the ‘East River Savings Bank, New York. The author of this 

article points out that unusual displays can be designed at little cost if opportuni- 
ties are seen and seized. 
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agination plus initiative. They require 
skill and determination as much as any 
advertising technique. Some of the 
leading window designers in New York 
deserve the prestige of signatures to 
their work. They create works of art, 
as well as good copy and effective lay- 
out ... and is it not a joy to note 
a true patch of beauty on a trying day? 
Many of the display executives cleverly 
combine a little merry madness with 
merchandising otherwise dull products 
. . . and the public loves it. Window 
displays can he effective though 
humorous. 

Subject matters seem to be inex- 
haustible and props are always avail- 
able, either when purchased or bor- 
rowed. A card “courtesy of 4 
always credits the company from whom 
merchandise is borrowed and the co- 
operation received is something to boast 
about. It often takes a bit of planning 
and ingenuity to secure just the items 
wanted, when they are wanted, but it 
can be done. We congratulate ourselves 
on having avoided deadly maxims on 
placards or signs. We find that our 
audience responds to a bit of glamorous 


scenery, a touch of beauty and our mes- 


sages about saving are absorbed 
pleasantly. 

Current events have been exhibited to 
gain attention and historical events 
have received traditional recognition. 


Some of the subjects have included: 


CORONATION 


Material—Screens covered with scarlet 
velour. Old map of England. Pitcher 
commemorating coronation of 1831 filled 
with heather and African daisies. Copy 
of pass-port. Specimen of letter of credit 
and traveler’s check. 

Copy—In gilt letters on floor of case— 

“OH, TO BE IN ENGLAND” 


SAVING 


Material—Background brown curtains. 
Borrowed lithograph of judges of court 
in full regalia. 2 books of savings bank 
laws, one open showing text. 
Copy—On parchment copy card in old 
English hand. lettering— 
“THERE IS NO LAW 
SAVING” 


AGAINST 


BUDGET ADVICE 

Material—Screen of orchid and green 
taffeta. 2 borrowed copies of book just 
published; signed photograph of author. 
2 budget books, 2 coin banks, spray yel- 
low green orchids, long gloves same shade, 
jade green ’kerchief and cigarette holder. 
Copy — “ORCHIDS ON YOUR 
BUDGET.” 


SAFETY AND AVAILABILITY OF 
SAVINGS ACCOUNTS 
Material—Scarlet velvet screens, gold and 
scarlet brocade drapery. Portrait of Em- 
press Alexandra—silver jar. 2 decorated 
Easter eggs. 
Copy—“A SAVINGS ACCOUNT—UN- 
LIKE THE WEALTH OF IMPERIAL 
RUSSIA, IS NOT GLAMOROUS, BUT 
IT IS SAFE AND AVAILABLE 
WHEN YOU NEED IT.” 


BOOKS (Week of Book Fair exhibit in 
our building and Thanksgiving). 
Material—Graduated shelves covered with 
knotty pine paper. Copy of an Audubon 
reproduction. Arrangement of new books. 
Pipe cleaner figures of Pilgrim man and 
woman. Miniature turkey. 

Copy—“WE GIVE THANKS EVERY 
DAY FOR BOOKS—ESPECIALLY A 
BANK BOOK.” 


VICTORIA THE GREAT (Playing at 
Music Hall nearby). (Note accompanying 
illustration. ) 

Material— Back and front wings of 
flowered wall paper. Half cyclorama and 
one wing velveteen (violet_fuchsia) floor 
violet velveteen. Against flowered back 
an engraving of queen as a young woman 
in court dress, framed in violet velveteen. 
In front right side a fuchsia covered ele- 
vation with replica of her tiny crown, a 
fan of Princess lace with mother of pearl 
handle, beaded bag. French paste neck- 
lace. In front of cyclorama a tall flower 
bell with four banks. Over elevation on 
fuchsia hangs copy card in Victorian let- 
tering on mother of pearl paper, mounted 
on gold lace covered velvet. 
Copy—“VICTORIA THE GREAT— 
LEARNED IN HER YOUTH THE 
VALUE OF THRIFT AND PRAC- 
TISED IT ALL HER LIFE.” 


A sense of timeliness, a bit of op- 
portunism, a dash of visualization, an 
eagerness to give people something that 
will please them—these ingredients will 
do wonders in designing window dis- 
plays that are distinctive, that attract 
attention, and that really help merchan- 
dise the savings idea. 
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Who’s who in bank public relations 


Year after year, Fred W. Mathison 
has been a combination watchdog and 
guardian of the Financial Advertisers 
Association’s finances. So this month 
we respectfully doff our editorial cap 
in his direction. Anybody who has had 
the job of keeping track of somebody 
else’s finances—and those always ir- 
responsible twins, Outgo and Income— 
during the past several years, is due a 
little cap doffing. 

Mr. Mathison can probably best be 
characterized as typifying the American 
way of life and its birthright of indi- 
vidual progress. Born in Chicago, he 
received his earlier education in the 
Chicago grade schools. There he de- 
veloped a taste for further knowledge; 
sought to satisfy this taste; did so in 
evening classes at the Y. M. C. A. and 
at Northwestern University. 

His banking career began July 7, 
1909, with the Security Bank of Chi- 
cago, now known as the National Secu- 
rity Bank of Chicago. Since 1922 Mr. 
Mathison has served his institution in 
various official capacities; is now an 
assistant vice-president of the bank. He 
is also a member of the Chicago Chap- 
er of the A. I. B. 

With his wife (Thea V.) and daugh- 
ter (Helen M.) he lives at 846 North 
Elmwood Drive, Oak Park, Illinois. 
In addition to his home interests and 
banking activities, he is vice-president 
of the West Side Commercial League, 
and a member of the Board of Regents 
of St. Olaf College in Northfield, Min- 
nesota. Besides being treasurer of the 
F. A. A. he is also treasurer of the 
Lutheran Deaconess Home and Hos- 
pital—has been, in fact, for the past 
fifteen years. 

Golf is Mr. Mathison’s favorite 
sport, but we don’t know whether he 
bundles up and keeps at it as best he 
can during the winter, or whether he 
sits by the fireside, cussing the snow, 
and planning his spring campaign on 
the links. 

Typically American, we said to start 
with, but whether Fred’s vacation pref- 
erence is typical or not we hesitate to 
say. For, by gosh, he believes in See- 


FRED W. MATHISON 


Mr. Mathison is an assistant vice- 
president of the National Security 
Bank of Chicago and treasurer of the 
Financial Advertisers Association. 


ing America First, and hustles away 
whenever he can to see some new and 
interesting part of our country. 


~ 


4000 Years 


THE most amazing piece of bank pro- 
motion comes to us from Edward C. 
Romfh, president, The First National 
Bank, Miami, Florida. Physically, it 
unfolds from an 8 by 10 page size into 
16 pages, counting both sides, making 

a 20 by 32 sheet all told. Color hasn’t 
“iss spared either, with red, blue, green 
and intermediate shades being used 
quite generously.. However, the profu- 
sion of color is necessary for the execu- 
tion of this promotion’s theme and, be- 
lieve it or not, works out all right. 

It seems that the bank is celebrating 
its 35th anniversary under one man- 
agement. To dramatize this milestone 
in its history, it tells about the world’s 
history during the 4000 years preceding 
the birth of Christ! 

Well, sir, this Whatsis is a veritable 
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mine of historical data. Among other 
things (don’t try to hold your breath), 
it lists, tabulates. sets forth, explains 
and presents, according to its Table of 
Contents, the following: 


Text—An arrangement in sequence of the 
major events of sacred and profane his- 
tory up to the Christian era. 

Maps—The world as known to the ancients 
Babylonian Empire 
Medo-Persian Empire 
Macedonian Empire of 

Great 
Roman Empire 

Charts—The rise and fall of nations and 
comparative world power for forty cen- 
turies 
Chronological chart of great names of 
history and line of descent from Adam 
to Christ 
Racial genealogy of the world 


Alexander the 


In addition to the above, there is a 
page on “Hindsight and Foresight on 
Our 35th Anniversary.” On the same 
page, tribute is paid to “Family Names 
in Florida Banking.” Also there is a 
short and lively little article by Mr. 
Romfh on Prosperity, called “Jerusa- 
lem had it . . . before it Struck Us.” 

Along with Mr. Romfh’s contribu- 
tion to the Seven Wonders of financial 
advertising, comes a covering letter 
“Presenting Our 35th Anniversary 
Greeting to Our Friends.” It reads: 


My personal hobbies are fishing and the 
study of history. 

Of course I cannot take all our friends 
out fishing—though I heartily recommend 
Florida fishing to you all. 

But I can present herewith a previously 
unpublished “One-Page History of the 
World,” which I hope will be found ac- 
ceptable and interesting. 

There is one infallible lesson of history. 
You can always judge the future by the 
past. 

We are glad to invite you to judge the 
future of the First National Bank of 
Miami—upon its record of thirty-five years 
under one management. 

Cordially yours, 
(Signed) E. C. Romru 
President. 


The funny part about the darned 
thing is that after your first shock wears 
off, you find yourself liking it, taking 
it home with you to tuck into your 
library for further reading and study. 

Frankly, Mr. Romfh has left us some- 


-what breathless at this point. 


Muster- 
ing a second wind, however, we venture 
the observation that if more bankers 
had Mr. Romfh’s courage and initiative, 
the public relations problems of banks 
would be less of a problem. 


~ 


Behind the Scenes 


To demonstrate our complete impar- 
tiality, we'll hop from Florida to Cali- 
fornia to look at another sort of broad- 
side. This one, developed by Bank of 
America’s Master Merchandisers, is de- 
signed to acquaint the bank’s employes 
with the workings of its advertising 
wheels on Timeplan. 

This broadside comes folded in 614 
by 914 page size. Looking at you is a 
cartoon sketch of a cheery gent whose 
midriff is the Timeplan symbol. Says 
he, shoving a curtain aside, “Now we’re 
going to let you look behind the scenes.” 

Opening on the first fold discloses, 
“This is a preview of our big winter 
advertising campaign to help you cap- 
ture a still larger volume of auto- 
mobile financing.” A large arrow 
labelled, “Here’s the way it’s done—,” 
invites opening the next fold. 

Here another busy Timeplan_per- 
sonification depicts (1) an adwriter 
preparing copy, (2) making a “rough” 
layout, (3) getting photographic illus- 
trations, (4) getting proper typography 
and pulling proofs, (5) assembling ad, 
(6) sending to engraver for electros or 
mats. Another arrow labelled, “And 
here’s the final result . . .”, leads us 
into opening out the final fold. 

We now have an 1814 by 241% broad- 
side headed, “5,550,000 Californians 
will read these forceful advertisements 
in their favorite newspapers.” Ad num- 
ber one is there in its completed glory. 
Ads number 2-7 are there in rough, 
with their respective headlines printed 
as captions beneath them. Bank of 
America’s radio program, billboards, 
both local and state-wide, and lobby 
displays are indicated. 

The cheery little Timeplan gent who 
started all this is there to finish it with 
“This advertising plus good salesman- 
ship in every branch will help us set a 
new record.” 
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The broadside is to be pinned on the 
employes’ bulletin board. No wonder 
the little Timeplan gent looks so cheery. 


~ 


$45,000,000 


In the Philadelphia area, the milk in- 
dustry is a 45 million dollar proposi- 
tion. The milk industry’s National Milk 
Week was held from November 15 
to 20. During that period, the Corn 
Exchange National Bank and Trust 
Company of Philadelphia stepped up 
the milk-consciousness of Philadel- 
phians by telling them the complete 
story of the industry via a full page 
advertisement run in _ Philadelphia 
newspapers. 


“Complete story” is a good descrip- 
tion of this advertising. “Complete,” 
because it told about a million bottles 
of milk a day; the unsung saga of the 
lonely but loyal milkman; the plants, 
equipment, and payrolls of the indus- 
try; the ceaseless efforts to keep milk 
pure, clean and rich; the number of 
workers, farmers, dairy plants, delivery 
units, cows and machinery involved in 
getting Junior his bottle a day; the vic- 
tory of modern milk distribution over 
death’s previous victories through 
cholera and typhoid.. Complete, yes, 
but a “story” as well, for all these facts 
were developed in a cohesive, readable 
and intensely interesting fashion. 


The ad, signed by Paul Thompson, 
president of the bank, winds up with a 
paragraph reading: 


We are sure you will join the Corn Ex- 
change Bank in extending thanks to our 
farmers, our great milk dairies, to their 
zealous executives, to our state and city 
herd supervisors and inspectors for making 
it possible for us to take for granted the 
purity, wholesomeness and freshness of the 
bottle of milk each sunrise finds on our 
doorsteps. 


Identifying banking interests with 
public necessity and the public’s de- 
pendence on industry as this ad does, 
accomplishes several very desirable ob- 
jectives. It awakens favorable public 
opinion by enlarging people’s under- 
standing of that industry; it shows the 
bank as being less impersonal and not 


WARTNS for CUIGAIND ACCOM 


TRUST 


COMPANY 


FIDELITY UNION 


This bank goes modern in its latest 
checking account advertising. The 
hand in the above illustration points 
to the second reason. In other ads of 
this series, it points to other reasons. 


so far removed from public interest and 
welfare. 


8 Reasons 


For a considerable period the Fidelity 
Union Trust Company, Newark, N. J., 
has been promoting its checking account 
facilities through newspaper advertise- 
ments. Apparently this bank has an 
inexhaustible supply of interesting ways 
to boost its “8 Reasons” without work- 
ing an old presentation to death. Its 
latest advertising is strictly in the mod- 
ern manner and ranks with the best in 
layout and _ execution. Reproduced 
above, it speaks for itself. 


Notes and News 


Motion pictures are gaining as an ad- 
junct to employe relations. A “home 
made” movie, running for almost an 


hour, was produced by the Liberty Na- 
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tional Bank and Trust Company, Louis- 
ville, Ky. It portrayed incidents in the 
bank’s history; showed the bank’s off- 
cers and employes at work in various 
departments and branches. Employes, 
their friends and families, viewed the 
movie; gained a more integrated knowl- 
edge of their bank as a unit; developed 
a wider understanding of their functions 
in a banking system. 


Another in a “Series of Articles Rela- 
tive to the Basic Industries of Ala- 
bama” published in Birmingham news- 
papers by the Birmingham Trust and 
Savings Company, tells about News- 
papers, “A Vital Asset to Our State.” 
Interesting facts concerning this busi- 
ness are developed. The 19 dailies, for 
example, print more than enough copies 
each day for every white family in the 
state and one copy for each 1.6 families 
on Sunday. As for the 130-odd week- 
lies—if the papers they printed within 
12 months were opened and laid end 
to end, they would form a paper path- 
way from New York to San Francisco 
via the Panama Canal! A not unusual 
but nonetheless interesting dramatiza- 
tion of the industry’s scope. We’re 
glad we didn’t have to figure it out by 
ourselves, 


“Compare this map of Wisconsin 
with yours” invites the heading of an 
ad in the January, 1938, issue of 
Fortune, signed by the First Wisconsin 
National Bank of Milwaukee. Two 
maps of the state are illustrated, each 
with county boundaries. A man looks 
at the one, which is heavily starred, in- 
dicating localities where. the First Wis- 
consin maintains correspondent rela- 
tionships with 525 Wisconsin banks. 
The other represents, with substantialiy 
fewer stars, the branches, or sales 
agencies, or purchasing offices, or 
wholesale outlets, or retail stores of an 
hypothetical corporation. “Chances 
are,” says part of the ad, “that in every 
case you'll find a corresponding star.” 
Thus does this bank continue to extend 
its Codrdinated Regional Service. 


Recently returned to the advertising 
fray is the City Bank Farmers Trust 
Company, New York City, long absent 
from newspaper columns. In advertise- 


ments, measuring 10 inches by 8 inches, 
this bank has begun a series of ads, 
models of typographical excellence. 
“Protecting Your Peace of Mind” heads 
the first ad of the series. Copy opens 
with, “Disraeli once spoke ... in a 
far more tranquil era... of ‘the 
sweet simplicity of the three per cents.’ 
Today, in an age of hectic pace and 
endless economic cross-currents such 
‘sweet simplicity” has vanished from in- 
vestment technique.” Then follows an 
explanation of the bank’s facilities for 
service; its desire to understand indi- 
vidual problems; its aims “to protect 
your income... your leisure... 


your peace of mind.” 


In last month’s department we pub- 
lished an item, stimulated by a book 
called “Untold Stories of Business,” 
published by the Kingsport Press, tried 
to promote the idea of books as a use- 
ful public relations tool. On the heels 
of our December issue came a 768 page 
book from the Harvard University 
Press, edited by N. S. B. Gras, entitled 
“The Massachusetts First National Bank 
of Boston,” the fourth in a series of 
“Harvard Studies in Business History,” 
priced at $5. The publisher’s note says, 
“Stressing policy and management 
rather than charters and officials, this 
historical outline of the development 
of a metropolitan commercial bank 
over a period of a century and a half 
shows how it failed to grow with the 
region but in later years, by vigorous 
leadership, added to its function and 
services until it has now become one of 
America’s great institutions. . . .” 


The 1938 calendar, distributed by the 
Home Savings Bank of Boston, Mass., 
has a color illustration of Northern 
troops parading through Boston on 
their return from the Civil War. This 
illustration is captioned, “The Return 
of the Colors.” The fifth of a series of 
historical calendars, the bank has again 
issued a little booklet describing the 
illustration’s historical background. 


“Neighbors of Yours” says an ad 
from The American National Bank, 
Nashville, Tenn. Above this heading is 
a clear map of that city, liberally dotted 
with pins in all directions. “Each pin 
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....+ two books that every bank 


officer and correspondent should 
have on their desks .... 


Effective Bank Letters 


Bank Letters That Build By Alice A. Kretschmar 
Business 


oe oe RS Oe re 


7 


Effective Bank Letters is the only training service published 
that is likely to improve bank letters. It has for its background 
years of practical experience with bank letter problems as wrestled 
with in all phases, in expert service to metropolitan banks deeming 
it profitable to pay from $50 to $75 a day for individual attention. 
The printed service is available to you in a loose-leaf book (which 
can be circulated in sections), at an investment of only $12. The 


first edition sold for five years at $25 to banks buying from one to 
sixty copies. 


Bank Letters That Build Business is a collection of 


carefully constructed letters, for several years held as confidential 
within the banks served, and since made available with their per- 
mission. It will stimulate effort toward a higher standard in bank 
letter-writing by all who read its wealth of examples in a knowl- 
edge of sound banking practice and sensible solicitation of new 
business. It has received appreciative foreign notice and we quote 
comment from ‘Printers’ Ink’’ of New York: 
“Here is an unusual letter book inasmuch as the contents are 


made up almost entirely of sample letters, classified according 
to their use. . . . A welcome departure.” 


USE THIS COUPON 


BANKERS PUBLISHING CO., 465 Main St., Cambridge, Mass. 


() Send me EFFECTIVE BANK LETTERS (8% x11, 283 pp.). 


() Send me BANK LETTERS THAT BUILD BUSINESS, 
closed $5. If desired on 5 days’ approval check here (). 


() Send me both books at your combination rate of $15. 


Check enclosed $12. 
(842 x11, 334 pp.). Check en- 
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shows where an employe of the Ameri- 
can National Bank lives.” Closing copy 
says, “Being neighbors of yours they 
are interested in your success and glad 
to render every service.” 


A folder, designed with effective 
simplicity, announces a new branch of 
the First National Bank, Louisville, Ky. 
Two illustrations tell their story of com- 
fortable facilities; five short paragraphs 
describe important details. Last para- 
graph says, “You will be charmed with 
our many pictures, including the 
‘Homestead of Henry Clay,’ ‘Louisville 
in 1850,’ ‘Wall Street in 1790, ‘Lady 
Washington’s Reception’ and the ‘Sur- 
render of Cornwallis at Yorktown’—a 
fitting atmosphere for the ‘Oldest Na- 
tional Bank in the South’.” 


The State-Planters Bank and Trust 
Company, Richmond, Va., devotes some 
of its newspaper advertising space to 
promoting “A Sound Basis for Balance 
Sheets.” Copy points out that instead 
of taking inventories, and balancing and 
closing out the books at the end of each 
December, many business executives 
are adopting the “natural business 


year” by choosing the lowest point in 
their annual business cycle as their ac- 


counting period. Some of the advan- 
tages of this system are “inventories are 
taken more accurately and at less cost; 
financial statements usually reflect a 
more liquid position; a sounder basis 
is established for comparisons, for ac- 
curate cost findings and for the deter- 
mination of future policies.” 


~ 


Shorts 


In commemoration of its 50th anni- 
versary, the Citizens and Southern Na- 
tional Bank (Atlanta, Ga.) issued a 
booklet demonstrating the close parallel 
between the growth of the state and the 
bank. . . . Merchandise prizes, valued 
at $325 are being awarded to winners 
of an amateur photographers’ contest 
by the Montclair Trust Company (Mont- 
clair, N. J.).... A working manual 


is being developed by the F. A. A. for 
use by public relations men and women. 
. . . A trip around the world is being 
described during 26 broadcasts by the 
Central Bank of Michigan (Grand 
Rapids, Mich.); billed as “Port of 
Call” the world-wide steamship is im- 
aginary, the reaction of radio listeners 
nonetheless alert. . . . Thirteen Phila- 
delphia banks and trust companies 
hatched a Safe Deposit Week; combined 
their forces in codperative newspaper 
and radio promotion; startled Philadel- 
phians collected their valuables, hired 
Safe Deposit Boxes to put them in. . . . 
Employes of the Northern Trust Com- 
pany (Chicago, Ill.) viewed a hundred 
enlarged photographs taken by the 
bank’s officers and empolyes; awarded 
cash prizes to sixteen employes and 
three officers; concluded Northern 
Trust’s first annual show.... A 
student of psychology is Ralph W. 
Manuel, president of the Marquette Na- 
tional Bank (Minneapolis, Minn.) ; 
says he, in explaining his loan system 
which requires no co-signers, “If the 
bank advertises ‘character loans’ the 
borrower whose loan must be declined 
feels his character has been attacked. 
If the bank makes ‘income advances’ 
few people without income will make 
application and when they do it is a 
simple matter to show why advances 
cannot be made. This better under- 
standing tends to preserve happy rela- 
tions between the bank and the public.” 
. . . Being written at Christmas time, 
this department may be pardoned for 
winding up with a Christmasy item. 
. . . Thirty-eight red flood lights il- 
luminated the tower of the Granite 
Trust Company (Quincy, Mass.) ; a 25- 
foot Christmas tree graced its lobby; 
twenty-eight imported bronze bells, 
rung by Canterbury-gowned bell ring- 
ers, gave daily concerts during Christ- 
mas week . . . as this bank extends its 
Christmas cheerio to Quincy citizens, 
so does this department extend its good 
wishes to its readers. . . . P. S.—and 
may a kindly, genial fate greet you each 
day in *38.... 
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BOOKS for BANKERS 


Witt Gop DepreciaTe? By Paul 
Einzig. New York: Macmillan, 1937. 
Pp. XIV-178. $2.00. 


Tuis little volume presents Dr. Einzig’s 
opinion on the question of whether or 
not gold will depreciate. His answer 
is an emphatic “No.” 

He analyzes this question from vari- 
ous points of view, and while he admits 
that there are certain reasons why gold 
might depreciate, he finds that the over- 
whelming weight of the argument is 
against any such event. As a matter of 
fact, there is one reason which, by it- 
self, really seems conclusive. A de- 
preciation of the value of gold or a 
reduction in the price of gold in terms 
of currencies would so greatly increase 
the debt burden of all, but especially 
of governments, and would be so de- 
flationary in its effect that it is not a 
practical matter. Inflation finds many 
advocates but deflation finds few sup- 
porters. : 

One of the principal values of this 
book is the interesting review of events 
that have affected gold policies, es- 
pecially in the United States and Great 
Britain. 

The book is written in an easy, flow- 
ing style and is relatively free from 
technicalities, considering the subject 
discussed. 


Economic PLANNING AND INTERNA- 
TIONAL ORDER. By Lionel Robbins. 
New York: Macmillan, 1937. Pp.XV- 
330. $2.50. 


In this day and generation when this 
world is being overwhelmed with nos- 
trums and panaceas, many of which 
were tried and found wanting years ago, 
it is refreshing to come upon an analysis 
of some of these theories in the light of 
sound economic theory and _ practice. 
While this book is based on a series of 
lectures given in Geneva, Switzerland, 
and is addressed to an English rather 
than an American public, so much of 
what it says applies so aptly to the 


situation here, it is particularly en- 
lightening to the American reader. 

In substance, this volume is a trench- 
ant criticism of the planning policies 
so dear to the heart of F. D. Roosevelt 
and his satellites. Professor Robbins, 
however, draws only a few of his il- 
lustrations from the experience which 
this country has been undergoing and 
applications of his exposition are rarely 
made to the situation here. Couched in 
general terms and presented with the 
urbanity of a genuine scholar, the argu- 
ments against the type of thing being 
attempted here are particularly telling. 

Professor Robbins divides his subject 
into three divisions—independent na- 
tional planning, partial international 
planning, and complete international 
planning. 

In the first section, he discusses 
tariffs, quotas, and trade monopolies 
and complete socialism on a national 
scale. He shows how these devices have 
resulted in a dislocation of international 
trade which he believes to be at the 
bottom of many of our troubles. 

In the second section, he takes up 
international trade agreements, interna- 
tional production control, international 
regulation of wages and hours of labor. 
Such attempts have resulted in an un- 
economical use of the world’s resources 
and lessened availability of goods and 
services for the population as a whole. 

In the third section, he discusses in- 
ternational communism and _interna- 
tional liberalism. The former would 
necessitate a degree of control and 
knowledge quite beyond the limits of 
present human ability. The latter, 
which he advocates, while recognizing 
the need and functions of government, 
involves the minimum of restraints, and 
the maximum of international co- 
operation. 

Professor Robbins appreciates that 
the adoption of international liberalism 
is not to be brought about in a day. He 
feels that the adoption of this philoso- 
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phy by leaders in business and govern- 
ment and gradual progress made little 
by little as people can be led to under- 
stand the advantages of this type of 
organization is the most hopeful way 
of solving present difficulties. Professor 
Robbins has not made the mistake of 
revealing the errors in certain doctrines 
only to turn doctrinaire at the end. 

This volume is one of the most whole- 
some and soundly practical books which 
have appeared for some time. 


DIMINISHING RETURNS AND PLANNED 
Economy. By George M. Peterson. 
New York: Ronald Press. XII-254. 
$3.00. 

THE chief contribution which this book 

makes to economic literature is a 

graphic analysis of the law of diminish- 

ing returns—an analysis complete 
enough to show clearly the relation of 
the law of diminishing returns to numer- 
ous other concepts which are often 
thought of as separate independent prin- 
ciples. From one simple curve by 


gradual steps without any changes in 
the basic data and without assuming 
that any other factor is fixed, explana- 


tions are developed for diminishing 
total, average and marginal returns. 
The book should be of value to all 
students of economics many of whom 
have insufficient knowledge of that 
fundamental principle commonly known 
as the law of diminishing returns with- 
out which a study of complicated eco- 
nomic problems is impossible. 


THE CurseE oF Crepit. By Baron 
R. A. de Lynden. New York: Long- 
mans. 1937. Pp. XXXV-254. $4.00. 


THE thesis of this book is that use of 
credit is the major cause of business 
instability and the constant recurrence 
of alternate booms and depressions. 
Hence, if the use of credit were elimi- 
nated, business would attain much 
greater stability. 

Apparently the author confounds 
credit and money, failing to appreciate 
that while credit is used in place of 
money, it is not money itself. Having 
stated that credit and money are 
identical, he then shows how foolish 
such a condition is. Every banker 
would recognize the truth of this, if he 


were to admit the major premise of the 
author’s argument. 

Since the use of credit is undesirable, 
it should be abolished, indicates the 
author. It would seem that the only 
substitute which he has to offer is the 
use of gold or gold certificates. Most 
bankers will wonder how the business 


of the world could be done by the use 


of gold alone, without the aid of other 
forms of money and more especially 
without the use of credit. The author, 
however, fails to satisfy their curiosity 
on this point. 

Bankers should read this book, if for 
no other reason than to discover how 
some people would render them quite 
unnecessary by abolishing that which is 
their stock of trade—credit. It will 
hardly convince the reader of the desir- 
ability of such a move, but it may 
stimulate a more serious study of credit 
and so lead to the elimination of some 
of the abuses which are now attendant 
upon its use. 


SOCIALISM VERSUS Caprratism. By A. C. 
Pigou. VII-139. New York: Mac- 
millan. $1.75. 


Tuis little book attempts to set forth 
calmly and without bias the .economic 
advantages and disadvantages of both 
socialism and capitalism leaving aside 
all other considerations. The writer, 
who is a professor of political economy 
at Cambridge University (England), 
states in conclusion: 

“If it were in the writer’s power to 
direct his country’s destiny, he would 
accept, for the time being, the general 
structure of capitalism; but he would 
modify it gradually. He would use the 
weapon of graduated income tax, not 
merely as instruments of revenue, but 
with the deliberate purpose of diminish- 
ing the glaring inequalities of fortune 
and opportunity which deface our 
present civilization. He would take a 
leaf from the book of Soviet Russia and 
remember that the most important in- 
vestment of all is investment in the 
health, intelligence and character of the 
people. To advocate ‘economy’ in this 
field would, under his government, be 
a criminal offence. All industries af- 
fected with a public interest, or capable 
of wielding monopoly powers, he would 


82 THE BANKERS MAGAZINE for January, 1938 





subject at least to public supervision 
and control. Some of them, certainly 
the manufacture of armaments, prob- 
ably the coal industry, possibly the 
railways, he would nationalize, not, of 
course, on the pattern of the post office, 
but through public boards or commis- 
sions. The Bank of England he would 
make in name—what it is already in 
effect—a public institution; with in- 
structions to use its power to mitigate, 
so far as may be, violent fluctuations 
in industry and employment. If all 
went well, further steps towards na- 
tionalization of important industries 
would be taken by degrees. In con- 
trolling and developing these national- 
ized industries, the central government 
would inevitably need to ‘plan’ an ap- 
propriate allocation for a large part 
of the country’s annual investment in 
new capital. When these things had 
been accomplished, the writer would 
consider his period of office at an end, 
and would surrender the reins of gov- 
ernment. In his political testament he 
would recommend his successor also to 
follow the path of gradualness—to 
mould and transform, not violently to 


uproot; but he would add, in large capi- 
tals, a final sentence, that gradualness 
implies action, and is not a polite name 
for standing still.” 


A History OF THE Business Man. By 
Miriam Beard. New York: Macmil- 
lan. VI1-779. $5.00. 


Tuis book is the biography of a type, 
instead of an individual. The author 
seeks to present a picture of the busi- 
ness man, the organizer of economic 
enterprise, whether in finance, trade or 
manufacture. Whence did he derive 
his character, ethics, concepts, costume 
and slogans? How did he make and 
spend his money in booms, and face 
the tragedies of depression? What were 
his relations to culture, religion, war, 
discovery, the State, the Public and his 
wife? 

Not written around a rigid thesis, this 
book is intended to present an as- 
semblage of facts about the develop- 
ment of the business man and his 
influence on the rest of society. It 
brings to popular attention a large 
amount of Continental scholarship, 


which helps to explain his réle in af- 
fairs and provides him with the historic 
setting he has hitherto lacked. 

The story is carried from the 
Homeric Age, through the medieval 
era of independent merchant-rulers, se- 


‘cure behind city walls until they sold 


cannon to their knightly foes; it con- 
tinues into the age of Renaissance fes- 
tivals, celebrating the great boom of 
the 1550’s with unparalleled frank 
exuberance, and into the dark years 
after the ensuing financial crash, when 
the business man was subjected to the 
Baroque kings. 

Then he is shown learning how to 
win wealth through royal privilege and 
at last freeing himself from the strong 
state through revolutions from Newport 
to Paris, Canton and Tokyo. And 
finally the post-war business man is con- 
fronted with a new dilemma, a new 
role in the state—in a time of business 
bigness and mass-democracy. 


FinDING YOURSELF IN YouR Work: A 
GUIDE FOR CAREER AND PERSONALITY. 
By Harry Walker Hepner. New 
York: Appleton-Century. XVIII-297. 
$2.75. 

READERS of this magazine who attended 


the convention of the Financial Adver- 
tisers Association in Syracuse, N. Y., 
last September will remember the ex- 
cellent series of talks on public psy- 
chology given by Dr. Hepner, author of 
the present volume. 


In this book the author provides the 
reader with actual tools for evaluating 
his capacities and aptitudes, recogniz- 
ing his resources and handicaps, and 
planning a vocational program suited 
to his needs and abilities. After using 
this book the reader may know the sort 
of work that best suits his individual 
personality. 


Interesting tests are provided to aid 
the student in his self-analysis. A 
unique feature of the volume is a series 
of fifty charts showing the interest pat- 
terns of experienced and_ successful 
workers in thirty vocations for men and 
twenty for women. By ranking his own 
individual pattern with these standards 
of vocational interests, the reader will 
gain a surprisingly helpful indication 
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A Valuable Aid for Every Bank 
Handling Personal Trusts .. . 


Personal Trust Administration 


By CUTHBERT LEE 


ERE for the first time the trust officer and employes of 
trust departments have definitely in writing the ac- 
cumulated knowledge regarding the handling of personal 
trusts which has hitherto been slowly, laboriously and inac- 
curately handed down from one bank generation to an- 
other—taught and learned by word of mouth. The entire 
procedure for administering personal trusts is here described 
in detail—based on the practice of the most efficient trust 


companies. 


Price $5 Delivered 
BANKERS PUBLISHING COMPANY 


BOOK DEPARTMENT 
465 Main Street, Cambridge, Mass. 


of the strength of his own interests, and 
thus simplify the choice of a career. 

The book will be found of value to 
bank executives, especially personnel 
directors of large banks, as a useful 
guide in selecting candidates for em- 
ployment who are likely to succeed in 
a banking career. 


Tue Doxiar: A Stupy oF THE “NEW” 
NATIONAL AND INTERNATIONAL MONE- 
TARY SysTEM. By John Donaldson. 
New York: Oxford Press. XII-271. 
St 


Tuis book is a study of money, through 
a consideration of the national and in- 
ternational aspects of the new dollar 
policy. A detailed tracing of the de- 
velopment of this policy, and a critique 
of pertinent monetary theories, are 
checked against an objective, statistical 
analysis of the actual economic results, 


including credit and prices and their 
effect upon the various features of the 
national economy. 

Reference is made to income and to 
business cycles. Foreign trade and 
gold and capital movements, the -re- 
lationships with the currencies of other 
countries, and the international stabil- 
ization arrangement, receive special at- 
tention. A comprehensive and unbiased 
examination of the American monetary 
experiment, the book deals at the same 
time with basic concepts and becomes 
a fundamental treatment of the “new” 
national and international monetary 
system. As such it falls within the field 
of interest of specialists in money and 
foreign trade, and is important for 
students of general economics, bankers 
and business men, and readers who are 
concerned with American and world 
economic problems. 
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IN THE MONTHS NEWS 


Convention Dates 


GENERAL 


January 12-13—American Institute of 
Banking. Executive Council Mid- 
winter meeting. Allis Hotel, Wichita, 
Kans. 

February 15-17—19th Annual Mid- 
winter Trust Conference, American 
Bankers Association. Waldorf-Astoria 


Hotel, New York. 
March 3-4—Annual Spring Savings 


Conference, American Bankers Asso- 
ciation. Roosevelt Hotel, New York. 
March 28-30—Association of Reserve 
City Bankers. Belleview-Biltmore 
Hotel, Belleair, Fla. 
April 1}-13—American Bankers Asso- 


ciation. Executive Council Meeting. 


Edgewater Gulf Hotel, Biloxi, Miss. 
May 12-14—National Safe Deposit Ad- 


visory Council. Bellevue Stratford 


Hotel, Philadelphia. 


June 6-10—American Institute of Bank- 
ing. Louisville, Ky. 


DATES NOT YET DECIDED 


American Bankers Association. Hous- 


ton, Tex. 
Financial Advertisers Association. 


Worth, Tex. 


Fort 


STATE AND SECTIONAL 


January 17—District of Columbia 
Bankers Association. Mid-winter 
Meeting. Willard Hotel, Washington, 
B. €. 


January 19—New York State Safe De- 
posit Association. Hotel Martinique, 


New York. 


January 19—Missouri Bankers Associa- 
tion. Council of Administration and 
Committee Chairmen. Headquarters 
Office, Sedalia. 

January 20—Better Banking Conference 
of Wisconsin Bankers Association. 
Plankinton House, Milwaukee. 


January 24—New York State Bankers 
Association. Mid-winter meeting. 
Federal Reserve Bank of New York. 
Dinner at Hotel Roosevelt, New York, 
mB. ¥. 

January 29—New Jersey State Safe De- 
posit Association. Newark Athletic 
Club, Newark. 

February 10-11—American Bankers As- 
sociation. Regional Conference. Des 
Moines, Iowa. 

February 26—New York Chapter, 
American Institute of Banking. An- 
nual Banquet. Hotel Waldorf-Astoria. 

March 17-18—American Bankers Asso- 
ciation. Regional Conference.  In- 
dianapolis, Ind. 

March 24-25—American Bankers Asso- 
ciation. Regional Conference. Okla- 
homa City, Okla. 

May 5-6—Oklahoma Bankers Associa- 
tion. Tulsa. 

May 9-11—WMissouri Bankers Associa- 
tion. Place not yet decided. 

May 12-13—Kansas Bankers Associa- 
tion. Hutchinson. 

May 17-19—Texas Bankers Association. 
Fort Worth. 

May 23-24—Illinois Bankers Associa- 
tion. Abraham Lincoln Hotel, 
Springfield. 

May 25-26—Indiana Bankers Associa- 
tion. French Lick Springs Hotel, 
French Lick. 

May 25-27—California Bankers Asso- 
ciation. Hotel Del Monte, San Fran- 
cisco. 

May 28-June 2—Maryland Bankers As- 
sociation. Bermuda Cruise on S. S. 
Reliance. 

May 30—Arkansas Bankers Association. 
Junior Bankers Section. Educational 
Conference. Little Rock. 


June 2-3—South Dakota Bankers Asso- 
ciation. Huron. 


June 6-8—Iowa Bankers Association. 
Place not yet determined. 
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June 9-11—District of Columbia Bank- 
ers Association. The Homestead, Hot 
Springs, Va. 

June 11-15—North Carolina Bankers 
Conference, University of North 


Carolina, Chapel Hill, N. C. 


June 16-18—Virginia Bankers Associa- 
The Homestead, Hot Springs, 


tion. 
Va. 

June 17-18—Colorado Bankers Asso- 
ciation. Broadmoor Hotel, Colorado 
Springs. 

June 23-25—West Virginia Bankers 
Association. Greenbrier Hotel, White 
Sulphur Springs, West Va. 


DATES NOT YET DECIDED 


Arkansas Bankers Association. 

Florida Bankers Association. 
wood. Probably in spring. 

Tennessee Bankers Association. Hermi- 
tage Hotel, Knoxville. Probably in 
May. 


Holly- 


Anniversaries 


q Pointing out that the Birmingham 
Trust and Savings Company of Birming- 
ham, Ala., has joined the ranks of the 
comparatively few Alabama institutions 
which have passed the half-century 
mark in continuous service to the state 
and section, Walter E. Henley, board 
chairman, outlined last month the his- 
tory of this bank to some 150 officers, 
directors and employes at an informal 
dinner in commemoration of the bank’s 
“golden anniversary.” 

“Even though Alabama was a some- 
what obscure state and Birmingham 
was in its infancy fifty years ago, the 
future success of both state and city was 
so strongly felt that among those who 
signed the application for charter were 
such nationally known men as William 
Rockefeller, James T. Woodward, Wil- 
liam Halls, Jr., William Woodward, 
and others,” Mr. Henley said. 


“At the first stockholders’ meeting 
Dec. 9, 1887, James T. Woodward, Dr. 
H. M. Caldwell, John B. Boddie,, Wil- 
liam Halls, Jr., S. J.’ Murphy, T, B. 
Lyons, F. M. Billings,’P. H. Earle and 
W. C. Ward were elected directors. Dr. 


Caldwell was chosen president the fol- 


lowing day. The bank opened its doors 
to the public Dec. 16.” __ 

The Birmingham Trust has had many 
outstanding men as its president. Dr. 
Caldwell served until January, 1890. 
He was followed by W. H. Graves and 
Mr. Earle. Arthur W. Smith was presi- 
dent from 1901 until 1923, when he 
became board chairman. He has been 
active as a director for the past forty- 
seven years. 

Col. Tom O. Smith succeeded Mr. 
Smith as president. He, in turn, was 
succeeded by Mr. Henley in 1925. John 
S. Coleman became president Oct. 1, 
1937, at which time Mr. Henley became 
board chairman. 

Mr. Henley pointed out that deposits 
showed the following increases: 

211,744.00 
1,450,140.00 
4,522,639.09 
14,906,937.00 
18,462,520.00 
20,016,618,00 
25,980,499.00 
27,012,576.00 


Following Mr. Henley’s talk, Mr. | 
Coleman discussed the bank’s future life 
as an economic influence in the district. 


1930 
1935 
1936 


G On December 10 Almon B. Thorn, 
assistant treasurer of the State Street 
Trust Company, Boston, Mass., com- . 
pleted twenty-five years of service with 
that bank. On the occasion he was pre- 
sented with a ship’s clock by his fellow 
workers and also received a check from 
the trust company and an extra vaca- 
tion allowance in recognition of his 
quarter century of service. 


Associations 


@ The American Bankers Association 
will hold three regional banking forums 
this winter devoted to the general sub- 
ject of broadening banking service to 
the public. The first will be held at 
Des Moines, Iowa, February 10 and 11: 
the second at Indianapolis, Ind., March 
17 and 18, and the third at Oklahoma 
City, Okla., March 24 and 25. To make 
the educational value of the conferences 
as practical as possible, the programs 
now being developed will place the em- 
phasis on the local angle. Local au- 
thorities are being invited to lead the 
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discussions from the standpoint of the 
local applications of their topics. 


q The annual better banking conference 
of the Wisconsin Bankers Association 
will be held on January 20 in Mil- 
waukee,. at the Plankinton House. A 
large attendance of Wisconsin bankers 
is expected. 

Headline speakers include the follow- 
ing: Leo T. Crowley, chairman, Federal 
Deposit Insurance Corporation, Wash- 
ington; Clarence A. Dykstra, president, 
University of Wisconsin, Madison; 
Glenn G. Munn, partner of Paine, Web- 
ber & Company, New York; Charles L. 
Hill, chairman, Department of Agricul- 
ture and Markets, Madison; and Clar- 
ence J. Weber, assistant cashier, First 
Wisconsin National Bank, Milwaukee. 

The regular mid-winter meeting of 
the association’s executive council will 
be held the day preceding the confer- 


ence, 


Bank Stocks 


q New York City bank and insurance 
stock markets in 1937 were not immune 
from the general downward trend in se- 
curities, Col. Oliver J. Troster, of Hoit, 
Rose & Troster, states in his annual re- 
view. Declines of about 32 per cent. 
in leading bank stocks and 24 per cent. 
in insurance stocks were incurred. 


“These declines appear relatively 
small compared with general markets,” 
Col. Troster comments, adding that 
bank and insurance stocks had not ap- 
preciated as vigorously in the strong 
spring upturn. 

Measured by the “Hoit, Rose & 
Troster Weighted Average” of seventeen 
leading issues, New York City bank 
stocks had four major price movements. 
From January 2 opening of 62.38 to 
the year’s high of 80.67 on February 
15, the list rose over 18 points, or 29 
_per cent. However, this high was fol- 
lowed by a gradual decline of 20 points, 
or 26 per cent., extending to the June 
29 level of 59.94. 


Subsequently, the list steadied within 
a narrow range, but beginning on Sep- 
tember 1, the decline was resumed. 
From 64.41 on September 1, the list 
dropped to 41.57 on December 14—a 


36 per cent. decline and the lowest level 
since June 1, 1935. The year closed 
with the average holding at about 42, 
representing a 32 per cent. net decline 
for the year. 


New a 


q The First National Bank of Louis- 
ville, Ky., has opened a new branch at 
Fourth and Chestnut streets to be known 
as the Fourth Street branch where com- 
plete banking service will be offered 
in the heart of the shopping section. 
Keith C. Spears is manager of the new 
branch, Howard C. Davis, assistant man- 
ager, and Arthur W. Brown, manager 
of the industrial loan department. 


Bank Building 
q At St. Louis, Mo., the Security Na- 


tional Bank Savings and Trust Com- 
pany has just completed an extensive 
remodeling and expansion program, 
taking additional space on the third 
floor, installing a special elevator for 
bank customers and expanding the air 
cooling and air conditioning service 
previously installed. 


q At Dallas Center, Iowa, the Brenton 
State Bank is planning the erection of 
a new home on the site occupied by 


the bank at the time it was destroyed 
by fire. 


G The Security Trust Company, Wheel- 
ing, West Virginia, has signed a con- 
tract to remodel and equip their present 
banking room with new and modern 
fixtures. The Tilghman Moyer Com- 
pany of Allentown, Pa., has been em- 
ployed to handle the operation. The 
work contemplated includes the installa- 
tion of the most modern and efficient 
of present-day banking equipment. A 
number of labor saving devices will be 
incorporated in the building, which will 
make for added convenience, both to 
the public and the working organization 
as well. 

Another recent contract awarded to 
the same- fitin calls for the remodeling 
of the présent ‘quarters of the Schuyl- 
kill Haven Trust Company, Schuylkill 
Haven, Pa. The work contemplated in- 
cludes the removal of the present bank- 
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ing counters and the installation of 
new and more modern ones, with addi- 
tional wickets, lobby space and officers’ 
quarters. It also includes the construc- 
tion of a new storage vault for keeping 
of books and records. 


General Motors Stockholders 


q The total number of General Motors 
common and preferred stockholders for 
the fourth quarter of 1937 was 375,755 
compared with 363,675 for the third 
quarter of 1937 and with 342,384 for 
the fourth quarter of 1936. There are 
355,110 holders of common stock and 
the balance of 20,645 represents hold- 
ers of preferred stock. These figures 
compare with 343,125 common stock- 
holders and 20,550 preferred for the 
third quarter of 1937. 


Time Locks 
4A member bank asks the Nebraska 


Bankers Association what to do about 
the possibility of a robbery while the 
time lock expert is servicing a bank’s 
time lock equipment. This banker’s 


inquiry was whether his robbery insur- 
ance coverage was impaired while the 
time lock expert had the safe open. On 
this inquiry the association’s monthly 
bulletin comments: 


“The answer is ‘yes.’ Only the in- 
surance on counter cash would be good, 
up to 15 per cent. of the whole policy. 
The conditions of the insurance con- 
tract call for locked doors while the 
time lock is ‘off,’ or two armed guards 
on each unlocked door. If there are 
banks that just take the chance while 
the time lock expert is at work, they are 
taking an undue risk and it is strongly 
recommended that two armed guards be 
placed on each door that cannot be 
locked.” 


Deaths 
@There died at Los Angeles, Cali- 


fornia, on December 7, William R. 
Morehouse, vice-president of the Secu- 
rity-First National Bank of that city, and 
former president of the Savings Bank 
Division of the American Bankers Asso- 
ciation. 


Mr. Morehouse was the author of a 
number of books on banking, and had 
delivered numerous lectures on_ that 
subject. He was the author of many 
articles on banking, published in THE 
BANKERS MAGAZINE and elsewhere. His 
long experience in banking, and his 
study of the varied problems relating 
to his profession, combined with a 
faculty of clear and simple expression, 
rendered his books widely popular. In 
recognition of his abilities, the Univer- 
sity of Southern California conferred 
upon him the honorary degree of master 
of business administration. 

But to his extensive circle of friends 
Mr. Morehouse was esteemed above all 
for his fine personal qualities. He was 
deservedly popular, because of the 
plain simplicity of his nature, unvary- 
ing good humor, and a friendliness of 
disposition, deep and genuine. 

Mr. Morehouse was fifty-eight years 
of age. He is survived by his widow 


and children. 
q At New York, Arthur B. McArdle, 


for twenty years partner with his 
brother, Joseph J., in the firm of 
McArdle & McArdle, accountants, at 
42 Broadway, New York. Early in his 
career he was manager of the Melrose 
branch of the Bronx County Trust Com- 
pany and for a time served as examiner 
for the state banking department. Much 
of his later work as a private account- 
ant was performed for banking clients. 


q At Cooperstown, N. Y., on December 
26, Hubbard L. Brazee, president since 
1925 of the Second National Bank, 
Cooperstown, N. Y. 


gq At Elkhart, Indiana, William H. 
Knickerbocker, chairman of the board, 
First National Bank of Elkhart on De- 


cember 3. 


Directors 


@ Under the last revision of the 
Canadian Bank Act, Canadian banks 
must report to their stockholders the 
attendance record of each director: at 
all meetings held during the year. This 
information is generally given out with 
the call for the annual meeting so that 
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stockholders in voting for directors may 
be informed as to how active an inter- 
est each director took in the affairs of 
the bank during the past year as indi- 
cated by his attendance at meetings. 


Bank Statements 


q The statement of The Chase National 
Bank, New York, for December 31, 
1937, shows deposits on that date were 
$2,069,990,000 compared with $2,128.- 
875,000 on September 30, 1937, and 
$2,286,209,000 on December 31, 1936. 
Total resources amounted to $2,375,- 
379,000 compared with $2,422,152,000 
on September 30, and $2,562,182,000 a 
year ago; cash in the bank’s vaults and 
on deposit with the Federal Reserve 
Bank and other banks, $708,040,000 
compared with $708,884,000 and $669,- 
418,000 on the respective dates; invest- 
ments in United States Government se- 
curities, $603,362,000 compared with 
$575,011,000 and $780,030,000; loans 
and discounts, $728,522,000 compared 
with $817,313,000 and $772,031,000. 
On December 31, 1937, the capital of 
the bank was $100,270,000 and the sur- 
plus $100,270,000, both amounts un- 
changed from September 30, 1937, and 
December 31, 1936. The undivided 
profits on December 31, 1937, were 
$31,121,000 compared with $25,888,000 
on September 30, 1937, and $26,464,- 
000 on December 31, 1936. 


q The statement of condition of Manu- 
facturers Trust Company, New York, as 
of December 31, 1937, shows deposits 
of $610,292,529.78 and resources of 
$731,853,275.76. This compares with 
deposits of $599,246.977.31 and _ re- 
sources of $719,466,641.50 shown on 
September 30. Cash and due from 
banks is listed at $222,004,463.06 as 
against $182,236,485.57 on September 
30. United States Government secu- 
rities stands at $134,970,507.10; three 
months ago it was $126,920,776.25. 
Loans and bills purchased is $231,644,- 
434.12, which compares with $260,- 
254,434.41 at the end of the previous 
quarter. Preferred stock is $9,421,020, 
which represents a decrease of $241,500 
from the previous quarter, due to the 
purchase of shares in the open market 
and consequent retirement. Common 


stock is $32,998,440, unchanged from 
the last quarter. Surplus and undivided 
profits stands at $45,129,356.66 as com- 
pared with $44,247,014.18 three months 
ago. Adding dividends paid on com- 
mon stock, and allowing for adjust- 
ments to undivided profits resulting 
from preferred stock retirement, indi- 
cates net operating earnings for the 
quarter of $1,922,127.49, after divi- 
dends on preferred stock. This com- 
pares with $1,852,626.63 shown for the 
third quarter. Reserves is $10,799,- 
751.65. 


Dividends 


q The Cleveland Trust Company last 
month paid a 2 per cent. dividend on 
December 21 to stockholders of record 
December 14. A similar amount was 
paid in mid-year. 


q The New York Trust Company will 
pay a quarterly dividend of 5 per cent. 
on January 3 to stockholders of record 
at the close of business December 18, 


1937. 


q The Chicago Title and Trust Com- 
pany announced last month the pay- 
ment of a dividend of $1.50 a share on 
January 3, out of the quarterly earnings 
of the company, to stockholders of rec- 
ord December 15. 


Equipment 


q The mechanization of banking serv- 
ice was extended further in New York 
City last month when three “automatic 
tellers” began accepting deposits in the 
offices of two New York banks. The 
automatic teller, functioning in the 
lobby of the bank during regular busi- 
ness hours, made its debut several 
weeks ago in Philadelphia at the Penn- 
sylvania Company (see December num- 
ber of THE BANKERS MAGAZINE, page 
540). Customers who have only checks 
to deposit may use the automatic teller 
at present. The depositor feeds the 
checks into a slot in the new machine, 
one at a time, and goes his way with- 
out having to wait to present his checks 
at the deposit window. One of the new 
robot tellers is in use at the Lincoln 
branch of the Irving Trust Company 
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This photographic teller which re- 
ceives and records check deposits au- 
tomatically was used to relieve the 
Christmas rush at the Sterling Na- 
tional Bank and Trust Company in 
New York. Left to right are Calvin 
Wylie, Vick Chemical Co.; Arthur L. 
Barnes, Vice-President of the Bank; 
Edward Russell, Assistant Vice- 
President; and J. W. Zachary, Vick 
Chemical Co. 


and in the two offices of the Sterling 
National Bank and Trust Company. 
Owing to the government regulation 
against photographing United States 
money, the new teller’s receptivity is 
confined to checks. The depositor drops 
the deposit ticket and each check sepa- 
rately into the slot of the teller, which 
records the deposit ticket and each item 
with photographs on rolls of 16 milli- 
meter film. The checks are taken out 
of the machine at the end of the day 
and recorded on the bank’s books to 
the customers’ credit. 


q The Bank Equipment Division of the 
Diebold Safe & Lock Company is offer- 
ing a new “Rush Hour Depository” 
which is designed to relieve congestion 
in bank lobbies during rush periods. It 
consists of a substantial safe with a 
deposit slot at the top located at a con- 
venient height. The slot leads to a re- 
movable inner tray for deposits. Two 
persons must work together to open the 
depository. One controls the combina- 
tion lock . . . the other carries the key 
for the door handle lock. This gives 


a practical, dual controlled, lobby de- 
pository. Special deposit envelopes, in 
two sizes are provided on which the de- 
positor records the items of his deposit. 
When the deposits are checked by the 
tellers, part of the envelope is torn off 
and mailed back to the depositor as his 
receipt. 


SEC Appointments 


q Recently appointed to the Admin- 
istrative Board of the Securities and 
Exchange Commission were John W. 
Hanes and Jerome N. Frank. The com- 
mission, through the codperative and 
helpful administrations of its former 
chiefs, Mr. Kennedy and Mr. Landis, 
has proven a constructive agency in im- 
proving the economic usefulness of the 
security markets. 


q Mr. Hanes and Mr. Frank are well 
equipped for their positions and the 
present SEC administration, recogniz- 
ing the essential part of our national 
economy played by organized ex- 
changes, seems certain to continue past 
policies. 


@ Mr. Hanes is a member of the Stock 
Exchange firm of C. D. Barney & Co. 
and a former member of the Board of 
Governors. His brother, Robert M. 
Hanes, is well known to bankers as 
president of the Wachovia Bank -and 
Trust Company and second vice-presi- 
dent of the American Bankers Associa- 
tion. 


g Mr. Frank, a prominent attorney, has 
many outstanding accomplishments to 
his credit during his twenty years of 
practical experience, and is familiar 
with the problems of business and 
finance. He has frequently represented 
the Federal Government as_ special 
counsel, proving himself to be no theo- 
rist. Indicating his constructive inten- 
tions he stated, “It is the policy of the 
commission to protect the interest of the 
public by seeking to establish relations 
with the exchanges founded on basic 
horse sense and intelligence, with the 
least possible friction, a minimum of 
red tape and complete candor from all 
parties.” 
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Branch Banking 


q The first vice-president of the Ameri- 
can Bankers Association last month 
voiced his opposition to current efforts 
to centralize the control of banking. 
Philip A. Benson, who is also president 
of the Dime Savings Bank of Brooklyn, 
N. Y., commented on current efforts to 
centralize banking control as a “trend 
toward the destruction of our present 
time-honored dual system of banking.” 
He added, however, that he considers 
this merely a trend, and stated that there 
is no real movement in this direction. 
“T do not believe that the people of the 
country or the bankers of the country 
wish to see our present banking system 
pass into discard,” he declared. “There 
is no likelihood that the right to charter 
banks and to supervise and regulate 
them will be taken away from the sev- 
eral states.” 

Mr. Benson also declared his opposi- 
tion to branch banking. “The bankers 
of this country,” he said, “and I think 
I speak for the majority of them, should 
properly oppose any extension of 
branch banking for national banks 
across state lines on the grounds that 
it is an invasion of state rights, that 
it will do much harm, and there is ab- 
solutely no need for it.” 


Personal 
@ Hubert B. Chappell has been elected 


a vice-president of the Central Hanover 
Bank and Trust Company, New York. 
Mr. Chappell who has been associated 
with the institution since 1920, when 
he entered the employ of the foreign 
department, will have charge of the 
London office of Central Hanover which 
is expected to open for business about 
the first of March. 

Mr. Chappell was made assistant 
manager of the foreign department of 
the bank in 1925 and five years later 
was appointed an assistant vice-presi- 
dent. He has served in the representa- 
tive offices of the bank in London, Paris 
and Berlin. 

Born in Baltimore in 1897, Mr. 
Chappell was graduated from Wesleyan 
University in 1919, after serving during 
the war as second lieutenant with the 


Field Artillery. 


RUSH HOUR 


ERVELOFES 
af 


New “Rushour Depository” now be- 
ing distributed by the Diebold Safe 
& Lock Company, Canton, Ohio. 


Central Hanover Bank and Trust 
Company have also announced the fol- 
lowing appointments: Ernest Allen, 
Hoyt Ammidon, Alfred K. Fricke and 
Harry S. Johnson, as assistant secre- 
taries; Edwin W. Barrett and Barrett 
W. Stevens as assistant treasurers; and 
John W. Ackley, Jr., as assistant man- 
ager of the foreign department. 


qC. W. Greening, manager of the Lin- 
coln branch of the Puget Sound Na- 
tional Bank, Tacoma, Wash., was re- 
cently presented with a watch as a 
reward for his bravery in shooting a 
bandit in a thrilling chase. 


q Eric J. Gluckstadt, formerly assistant 
vice-president of the New York Trust 
Company, has been elected a vice-presi- 
dent of that company effective January 
1, 1938. 


q Ralph M. Eastman, vice-president of 
the State Street Trust Company, Boston, 
Mass., has been appointed to the public 
relations council of the American Bank- 
ers Association. 


G Wilfred Wottrich, formerly assistant 
trust officer, has been elected trust off- 
cer of the Manufacturers Trust Com- 
pany, New York. Percy M. Hall, in 
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charge of the industrial credit depart- 
ment, has been elected an assistant vice- 
president. 


q Cole J. Younger has been elected a 
vice-president of The Chase National 
Bank, New York. 


qF. J. Waldeck, assistant treasurer of 
the Cleveland Trust Company, has been 
elected president of the newly-organized 
Cleveland Chapter of the National 
Office Management Association. The 
association, which has chapters in New 
York, Chicago, Philadelphia, Boston, 
Detroit and Cincinnati, was founded in 
1919 to promote the adoption of scien- 
tifically determined standards of office 
procedure. Mr. Waldeck has been with 
the Cleveland Trust Company for 26 
years. 


Personnel 


q A new booklet entitled “Functions of 
the Personnel Director” has just been 
issued by the Policyholders Service 
Bureau of the Metropolitan Life Insur- 
ance Company. It is based on informa- 
tion obtained from 80 companies 
representing a wide variety of indus- 


trial and commercial enterprises, in- 


cluding banking. The report outlines 
the personnel policies and programs of 
leading companies and describes the 
place of the personnel director and in- 
dicates how personnel departments are 
organized. Copies of this pamphlet 
may be obtained from the Policyholders 
Service Bureau, Metropolitan Life In- 
surance Company, 1 Madison Avenue, 


New York, N. Y. 


@In an address before a meeting of 
Southwestern bankers, H. H. d’Autre- 
mont, vice-president of the Southern 
Arizona Bank and Trust Company, had 
the following to say about the trouble- 
some subject of wages for bank em- 
ployes: 

“By the standard of every govern- 
mental agency and disinterested private 
bureau that I know of; by any com- 
parison with the cost of living on the 
basis of an American standard; by 
comparison with other businesses of 
similar importance; by every measure 


of efficiency, loyalty, and integrity—our 
men employes, exclusive of the. officers 
and senior clerks, are underpaid. 

“They are underpaid partially be- 
cause of the law of supply and demand; 
they are underpaid because no allow- 
ance is made for the fluctuation in their 
cost of living, as these men advance in 
years and responsibility, but not in po- 
sition and salary; they are underpaid 
because the banks have not been able 
to make enough profits to make it easy 
to pay better; and they are underpaid 
because they are so loyal, so disci- 
plined, so tied to financial and family 
duties that either they do not wish, or 
do not dare, protest in united action. 

“If something is not done about it, 
someone will dare to protest for them. 
But if we have intelligence we will take 
the matter into our own hands and cor- 
rect it before that happens.” 


@ More than 500 employes of the Na- 
tional Shawmut Bank of Boston, Mass., 
attended the annual Christmas party 
and dance which was held ‘in Boston 
on December 14. A buffet supper pre- 
ceded the entertainment program which 
was followed by general dancing. 
Among the executives present were: 
George E. Pierce, Henry J. Nichols, 
William F. Augustine, Frederick A. Car- 
roll, Ray A. Ilg, Joseph A. Erickson, 
Fred E. Jackson, William W. McCarthy 
and Leon H. White, vice-presidents, 
and George D. Grimm, auditor. The 
affair was sponsored by the Shawmut 
Bank Club, officers of which are: Hor- 
ace A. Danforth, president; Thomas F. 
Murray, Jr., vice-president; Persis J. 
George, secretary, and John A. Duffy, 
treasurer. 


@The Merchants National Bank of 
New York last month announced a 
Christmas bonus to its employes, con- 
sisting of 3 per cent. to 5 per cent. of 
annual salaries according to length of 
service. 


@ The Clinton Trust Company of New 
York announced last month the inaugu- 
ration of a codperative group insurance 
plan for its seventy-five employes. The 
bank will assume approximately half 
the cost of the plan. 
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